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The  Economic  Bulletin  for  Latin  America  has  been  published  by  the  secretariat  of  the 
Economic  Commission  for  Latin  America  twice  yearly  since  1956.  The  essential  purpose  of 
this  periodical  is  to  provide  a  resume  of  the  economic  situation  of  the  region  designed  to 
supplement  and  bring  up  to  date  the  information  published  in  the  Commission’s  annual 
economic  surveys.  Apart  from  this  summary,  which  is  to  appear  in  every  issue,  special 
articles  on  different  subjects  related  to  the  economy  of  Latin  America  are  included,  as  well 
as  informative  and  methodological  notes. 

The  ECLA  secretariat  assumes  entire  responsibility  for  the  Bulletin.  Its  content — 
intended  for  the  information  both  of  public  officials  and  of  the  general  reader — was  not 
submitted  to  the  Commission’s  member  Governments  before  publication. 

Since  October  1958  the  Bulletin  has  regularly  included  a  Statistical  Supplement.  This 
subsequently  became  large  enough  to  warrant  separate  publication,  one  issue  being 
published  in  1960,  another  in  1961  and  two  in  1962,  each  being  bilingual  with  the  cor¬ 
responding  table  of  contents.  Since  1964,  a  new  publication,  the  Statistical  Bulletin  for 
Latin  America,  has  been  issued  twice  a  year,  to  provide  the  public  with  a  regular  flow 
of  statistical  data  on  economic  matters. 


EXPLANATION  OF  SYMBOLS 

Three  dots  (. . .)  indicate  that  data  are  not  available  or  are  not  separately  reported. 

A  dash  ( — )  indicates  that  the  amount  is  nil  or  negligible. 

A  minus  sign  (  —  300)  indicates  a  deficit  or  a  decrease. 

A  stroke  (/)  indicates  a  crop  year  or  a  fiscal  year,  e.g.,  1954/55. 

An  asterisk  (*)  is  used  to  indicate  partially  or  totally  estimated  figures. 

“Tons”  and  “dollars”  are  metric  tons  and  United  States  dollars,  respectively,  unless  other¬ 
wise  stated. 

Minor  discrepancies  in  totals  and  percentages  are  due  to  rounding. 
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LATIN  AMERICA  AND  THE  THIRD  SESSION  OF  UNCTAD 


Ever  since  the  preparatory  stages  of  the  first  session  of  the  United  Nations 
Conference  on  Trade  and  Development,  the  secretariat  of  the  Economic  Com¬ 
mission  for  Latin  America  (ECLA)  has  co-operated  with  the  Latin  American 
countries  in  the  study  and  analysis  of  the  problems  that  are  discussed  in  UNCTAD. 

Several  resolutions  of  the  Commission  have  expressly  requested  the  secretariat 
to  provide  such  co-operation  and  have  specified  basic  areas  of  trade  and  develop¬ 
ment  which  are  of  particular  interest  to  the  Latin  American  countries. 

At  its  last  session  the  Commission  instructed  the  secretariat  to  adopt  various 
measures  at  the  regional  level,  in  accordance  with  General  Assembly  resolution 
2626  (XXV)  laying  down  the  International  Development  Strategy  for  the 
Second  United  Nations  Development  Decade,  and  recommended  it  to  give  “high 
priority  to  the  questions  that  are  most  directly  related  to  the  topics  to  be  discussed 
at  the  third  session  of  UNCTAD,  so  that  these  studies  provide  more  background 
material  and  technical  criteria  to  support  and  harmonize  the  action  of  the  Latin 
American  countries  in  UNCTAD”. 

The  secretariat  of  the  Commission  prepared  a  report  on  the  main  problems 
that  were  included  in  the  agenda  for  the  third  session  of  UNCTAD  (Santiago, 
Chile,  April/May  1972).  This  report  was  presented  at  the  meeting  of  the  Special 
Committee  on  Latin  American  Co-ordination  (CECLA)  held  at  Santiago  in 
October  1971.  The  revised  version  incorporating  the  comments  and  amendments 
suggested  at  this  meeting  was  presented  at  the  third  session  of  UNCTAD. 

Some  of  the  main  topics  dealt  with  in  that  document  are  discussed  in  the 
present  volume. 
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COMMODITY  PROBLEMS  AND  POLICIES 


A.  GENERAL  TRENDS  OF  WORLD  TRADE 


World  exports  during  1970  continued  to  ex¬ 
pand  at  the  same  rapid  pace  as  in  recent  years, 
despite  the  eSect  of  certain  adverse  factors  that 
gave  rise  to  a  fear  that  demand  in  the  principal 
world  markets  might  slacken.  Although  events 
in  the  monetary  and  trade  spheres  in  mid- 1971 
have  undoubtedly  changed  the  context  in  which 
trade  had  hitherto  been  conducted,  there  are  as 
yet  not  enough  data  available  to  evaluate  their 
impact  on  individual  countries  or  groups  of 
countries.  Consequently,  the  present  examina¬ 
tion  of  recent  trends  will  generally  cover  the 
principal  trends  up  to  the  end  of  1970  and 
early  1971. 

It  should  be  noted  firstly  that  the  growth  of 
world  exports  in  1970  followed  the  traditional 
growth  model  of  the  past  two  decades,  which 
has  the  following  main  features:  the  highest 
growth  rates  are  found  in  the  developed  coun¬ 
tries;  the  most  dynamic  sector  of  trade  is  that 
of  manufactures;  and  price  fluctuations  have  a 
particularly  strong  impact  on  agricultural  and 
mining  products  (which  account  for  the  lion’s 
share  of  the  developing  countries’  export  earn¬ 
ings)  and  are  generally  the  determining  factor 
in  the  deterioration  of  the  terms  of  trade  be¬ 
tween  developing  and  developed  countries. 

The  figures  in  table  1  show  that  the  share 
of  manufactures  in  world  exports  rose  from 
50  per  cent  in  1960  to  60  per  cent  in  1970, 
even  though  some  commodities,  notably  non- 
ferrous  metals,  enjoyed  relatively  favourable 
trade  conditions  during  the  second  half  of  the 
1960s.  The  fact  that  world  exports  of  manu¬ 
factures  grow  more  rapidly  than  commodity 
exports  is  attributable,  as  is  well  known,  to  a 
number  of  quite  different  factors,  including 
structural  changes  in  demand  as  incomes  rise; 
technological  progress  which  has  stimulated  the 
production  of  synthetics  and  substitutes  for  a 
number  of  natural  products  and  has  brought 
savings  in  the  raw  material  inputs  required  to 
produce  a  given  finished  product;  the  liberaliza¬ 
tion  of  trade  in  manufactures  among  the  de¬ 
veloped  countries,  which  at  the  same  time 
continue  to  protect  their  domestic  production 


of  raw  materials  and  maintain  restrictions  on 
imports  from  the  developing  countries;  and  the 
characteristic  instability  of  markets  for  com¬ 
modities,  mainly  in  the  form  of  frequent  and 
wide-ranging  price  fluctuations. 

These  factors  do  not  have  exactly  the  same 
effects  in  the  developed  and  the  developing 
countries.  For  example,  among  the  developed 
countries,  exports  by  Japan  and  the  European 
Economic  Community  (EEC)  grew  more  rap¬ 
idly  than  those  of  the  United  States  and  the 
European  Free  Trade  Association  (EFTA) 
(see  table  2).  Among  the  developing  countries, 
exports  from  African  and  Asian  countries  grew 
more  rapidly  than  exports  by  Latin  American 
countries.  As  a  result,  Latin  America’s  share 
in  world  trade  is  now  much  smaller  than  it  was 
20  years  ago,  not  only  because  exports  by  the 
developed  countries  have  grown  so  rapidly,  but 
also  because  other  developing  regions  have  out¬ 
paced  Latin  America  in  export  growth.  In 
other  words,  the  region’s  declining  share  in 
world  trade  is  attributable,  first  to  the  fact  that 
it  plays  little  part  in  the  trade  in  manufactures, 
and  secondly  to  the  fact  that  even  in  the  ex¬ 
port  of  commodities  it  is  being  overtaken  by 
developed  and  other  developing  countries. 

The  figures  given  in  table  3,  which  compares 
average  annual  values  for  1961-1965  and  1966- 
1969  by  exporting  regions  and  groups  of  prod¬ 
ucts,  show  the  growth  rates  achieved  between 
the  two  periods  by  each  group  of  products  and 
the  percentage  share  of  the  different  regions  in 
world  exports  of  each  group  of  products.  They 
indicate  that  the  highest  growth  rate  among 
commodities  was  achieved  by  non-ferrous  met¬ 
als  (Division  68  of  the  Standard  International 
Trade  Classification — SITC),  namely,  a  75 
per  cent  increase  between  the  two  periods, 
which  to  a  large  extent  reflects  price  rises. 
Although  the  Latin  American  countries  did 
increase  their  exports  of  non-ferrous  metals, 
their  share  in  the  world  total  of  exports  of  such 
metals  fell  slightly  between  1961-1965  and 
1966-1969.  This,  coupled  with  the  fact  that 
non-ferrous  metals  account  for  only  a  small 
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Table  1 


WORLD  EXPORTS  BY  GROUPS  OF  PRODUCTS 


(Thousands  of  millions  of  dollars  at  current  prices) 


I960 


Total  128.3 

Agricultural  products  .  ■  40.0 

Mining  products11  .  21.4 

Manufactured  products  .  64.0 


Indexes  (1960=100): 
Current  value:  total  .... 
Agricultural  products  . 

Mining  products  . 

Manufactured  products 

Unit  value:  total  . 

Agricultural  products  . 

Mining  products  . 

Manufactured  products 

Volume:  total  . 

Agricultural  products  . 

Mining  products  . 

Manufactured  products 


1967  1968 


214.7 

239.6 

52.2 

53.8 

35.9 

40.6 

122.9 

140.4 

167 

187 

130 

134 

168 

190 

192 

219 

105 

104 

100 

99 

109 

110 

106 

106 

159 

180 

130 

136 

153 

172 

181 

208 

1969 

1970 

273.3 

312.5 

48.4 

64.6 

44.5 

51.1 

164.5 

189.3 

213 

243 

146 

161 

208 

239 

257 

296 

108 

114 

104 

106 

115 

120 

108 

116 

197 

214 

141 

152 

181 

198 

238 

255 

Source:  Figures  taken  from  GATT,  International  Trade  1970,  Geneva,  1971. 

aThis  group  includes  fuels  and  non-ferrous  metals.  See  appendix  to  International  Trade  1970,  p.  214, 
which  gives  sources  and  notes. 


Table  2 

WORLD  EXPORTS,  BY  SELECTED  REGIONS  AND  COUNTRIES 


(Thousands  of  millions  of  dollars) 


I960 

1967 

1968 

1969 

1970 

Annual 

growth 

rate 

1960-1970 

World  total 

128.0 

213.0 

237.5 

271.0 

309.6 

9.2 

Developed  countries  . 

85.7 

149.6 

168.2 

193.7 

223.9 

10.1 

United  States  . 

20.4 

31.2 

34.2 

37.5 

42.6 

7.6 

EEC  . 

29.7 

56.1 

64.2 

75.7 

88.5 

11.5 

EFTA  . 

18.5 

28.7 

31.1 

35.7 

40.2 

8.1 

Japan  . 

4.1 

10.4 

13.0 

16.0 

19.3 

16.7 

Developing  countries  . 

27.3 

40.3 

44.1 

49.4 

54.7 

7.2 

Latin  America  . 

8.6 

11.7 

12.2 

13.4 

14.9 

5.7 

Africa  . 

5.3 

8.4 

9.7 

11.3 

12.5 

9.0 

Asia  . 

11.9 

18.0 

19.9 

22.3 

24.6 

7.5 

Soviet  Union  and  Eastern  Europe  . . 

13.0 

23.1 

25.2 

27.9 

31.0 

9.1 

Percentages  of  the 

total 

Developed  countries  . 

67.0 

70.2 

70.8 

71.5 

72.3 

United  States  . 

15.9 

14.6 

14.4 

13.8 

13.8 

EEC  . 

23.2 

26.3 

27.0 

27.9 

28.6 

EFTA  . 

14.4 

13.5 

13.1 

13.2 

13.0 

Japan  . 

3.2 

4.9 

5.5 

5.9 

6.2 

Developing  countries  . 

21.3 

18.9 

18.6 

18.2 

17.7 

Jatin  America  . 

6.7 

5.5 

5.1 

4.9 

4.8 

Africa  . 

4.1 

3.9 

4.1 

4.2 

4.0 

Asia  . 

9.3 

8.4 

8.4 

8.2 

7.9 

Soviet  Union  and  Eastern  Europe  .  . 

10.2 

10.8 

10.6 

10.3 

10.0 

Source:  Absolute  figures  taken  from  United  Nations,  Monthly  Bulletin  of  Statistics. 
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part  of  the  region’s  total  exports,  explains  why 
the  export  boom  for  non-ferrous  metals  had 
relatively  little  impact  on  the  over-all  growth 
rate  of  Latin  America’s  exports.  Similarly, 
Latin  America  did  not  participate  fully  in  the 
upsurge  in  world  exports  of  fuels  (Section  3 
of  the  SITC),  which  expanded  by  59  per  cent 
between  the  two  periods.  Latin  America’s  ex¬ 
ports  of  fuels  grew  much  less  rapidly,  and 
hence  not  only  did  its  share  in  the  world  mar¬ 
ket  for  fuels  decline  (from  16.5  to  13.4  per 
cent),  but  also  its  over-all  export  figures  were 
depressed  because  of  the  important  place  occu¬ 
pied  by  petroleum  and  petroleum  products  in 
the  total. 

World  exports  of  food-stuffs,  beverages  and 
tobacco,  and  also  of  primary  products  (ex¬ 
cluding  fuels)  expanded  much  less  rapidly 
than  exports  of  non-ferrous  metals  and  fuels. 


In  the  case  of  these  products,  too,  Latin  Amer¬ 
ica’s  exports  did  not  manage  to  keep  pace  with 
the  trend  of  world  exports  and  thus  slightly  lost 
ground.  Although  the  food-stuffs  and  beverages 
group  includes  two  commodities  that  carry  ap¬ 
preciable  weight  in  the  region’s  exports  (coffee 
and  bananas),  here  too  Latin  America’s  share 
in  world  exports  declined.  Indeed,  Latin  Amer¬ 
ica  lost  ground  in  the  world  market  in  each  of 
the  four  main  commodity  groups,  which  ac¬ 
count  for  between  93  and  95  per  cent  of  the 
region’s  total  exports  (see  table  3).  In  con¬ 
trast,  while  the  Latin  American  countries  and 
the  other  developing  countries  are  losing 
ground  as  suppliers  of  primary  commodities 
(with  the  exception  of  fuels),  the  developed 
countries  are  correspondingly  increasing  their 
already  large  share  of  the  world  market.  Al¬ 
though  the  composition  of  exports  is  not  the 
same  in  each  group  of  countries,  and  although 


Table  3 

WORLD  EXPORTS,  BY  GROUPS  OF  PRODUCTS  AND  EXPORTING  AREAS 


Percentage  share  of  each  exporting  area 


SITC 

Section 

Years 

World 

total 

( millions  of 
dollars) 

Developing  countries 

Developed 

countries 

Socialist 

Latin  America 

Other 

countries’1 

0  and  1  . 

1961-1965t> 

27,218 

15.6 

18.7 

56.2 

9.5 

1966-1969b 

34,385 

15.1 

16.8 

57.8 

10.3 

2  and  4  . 

1961-1965 

22,740 

8.7 

25.2 

54.6 

11.5 

1966-1969 

27,132 

8.4 

23.3 

56.2 

12.1 

3  . 

1961-1965 

7,072 

11,248 

16.5 

44.9 

25.4 

13.2 

1966-1969 

13.4 

51.8 

24.0 

10.8 

Division  68  . 

1961-1965 

5,209 

12.1 

17.6 

62.3 

8.0 

1966-1969 

9,103 

11.6 

19.0 

62.0 

7.4 

Total  commodities . 

1961-1965 

70,633 

13.3 

26.5 

49.2 

11.0 

1966-1969 

92,318 

12.4 

27.2 

49.8 

10.6 

5  . 

1961-1965 

9,788 

1.4 

2.8 

86.6 

9.2 

1966-1969 

16,208 

1.4 

2.9 

87.8 

7.9 

6  and  8  (excluding  68) 

1961-1965 

37,521 

0.6 

6.7 

79.1 

13.6 

1966-1969 

54,380 

0.9 

8.5 

83.7 

6.9 

7  . 

1961-1965 

37,284 

0.1 

0.7 

86.0 

13.2 

1966-1969 

62,773 

0.2 

0.9 

86.9 

12.0 

Total  manufactured  prod¬ 
ucts  . 

1961-1965 

84,593 

0.5 

3.6 

83.0 

12.9 

1966-1969 

133,361 

0.6 

4.3 

85.7 

9.4 

Over-all  total  0-9  . 

1961-1965 

157,442 

6.3 

13.9 

67.9 

11.9 

1966-1969 

232,360 

5.3 

13.3 

70.1 

11.3 

Source:  United  Nations,  Monthly  Bulletin  of  Statistics. 

a  Includes  all  the  countries  with  centrally  planned  economies  in  Asia  and  Eastern  Europe. 
•>  Annual  averages. 
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many  developing  countries’  exports  are  domi¬ 
nated  by  tropical-zone  products  (for  which 
world  demand  is  sluggish),  it  cannot  be  over¬ 
looked  that  among  the  most  influential  factors 
in  raising  the  share  of  the  developed  countries 
as  suppliers  of  the  world  market  are  their  agri¬ 


cultural  policies,  which  are  markedly  protec¬ 
tionist,  their  policies  of  direct  or  indirect  export 
subsidies,  their  systems  for  the  disposal  of  sur¬ 
pluses  and  stocks,  and  their  measures  to  stimu¬ 
late  the  production  of  goods  which  compete 
with  and  replace  a  number  of  natural  products. 


B.  LATIN  AMERICAN  EXPORT  TRENDS 


In  1969  and  1970,  the  value  of  Latin  Amer¬ 
ica’s  total  exports  increased  in  absolute  terms 
by  the  largest  amounts  recorded  during  the 
whole  decade.  For  the  region  as  a  whole,  the 
average  annual  rate  of  growth  between  1960 
and  1970  was  5.3  per  cent,  but  the  figure  for 
the  period  1960-1968  was  only  4.4  per  cent 
(see  table  4).  There  are  big  differences  be¬ 
tween  countries.  Some  countries,  particularly 
those  which  export  a  substantial  amount  of 


non-ferrous  metals  (Bolivia,  Chile  and  Peru), 
Panama  and  three  of  the  Central  American 
countries,  achieved  annual  growth  rates  that 
compare  favourably  with,  or  even  exceed,  the 
average  annual  rate  for  world  exports  (9.2 
per  cent  in  the  period  1960-1970).  Among  the 
three  countries  carrying  most  economic  weight 
in  the  region,  Brazil’s  exports  grew  at  an  an¬ 
nual  rate  of  8  per  cent,  while  those  of  Mexico 
and  Argentina  grew  somewhat  more  slowly. 


Table  4 

LATIN  AMERICA:  VALUE  OF  EXPORTS,  BY  COUNTRIES 
( Millions  of  dollars  f.o.b.) 


1961-1965 

1966-1969 

1968 

1969 

1970 

Annual 

growth 

rate 

1960-1970 

Argentina  .  .  .  . 

1,290 

1,509 

1,368 

1,612 

1,773 

5.1 

Bolivia . 

77 

152 

153 

182 

15.2“ 

Brazil . 

1,410 

1,897 

1,881 

2,311 

2,738 

8.0 

Chile  . 

579 

948 

941 

1,068 

9.0“ 

Colombia  .  .  .  . 

486 

546 

558 

608 

674 

3.7 

Ecuador  . 

151 

194 

208 

183 

218 

4.2 

Mexico  . 

970 

1,258 

1,258 

1,430 

1,402 

6.3 

Paraguay  . 

42 

49 

48 

51 

64 

9.0 

Peru . 

581 

816 

865 

864 

1,044 

9.3 

Uruguay  . 

173 

181 

179 

200 

233 

6.1 

Venezuela  .  .  .  . 

2,617 

2,593 

2,560 

2,547 

2,638 

0.8 

LAFTA  .  .  . . 

8,376 

10,143 

10,019 

11,036 

Costa  Rica  .  .  . 

100 

161 

171 

193 

229 

10.3 

El  Salvador  .  .  . 

155 

202 

212 

202 

228 

6.9 

Guatemala  .  .  . 

148 

231 

227 

262 

298 

9.8 

Honduras  .  .  .  . 

92 

164 

183 

169 

171 

10.5 

Nicaragua  .  .  .  . 

101 

149 

157 

155 

12.0“ 

CACM  .  .  .  . 

596 

907 

950 

981 

Cuba  . 

618 

651bi 

650 

Dominican  Republic  .  .  . 

159 

160 

164 

184 

214 

2.0 

Panama . 

57 

99 

100 

113 

111 

14.8 

Total 

13,010 

14,3m 

5.3 

9,830 

11,982 

11,900 

Latin  America  excluding 

Venezuela  .  . 

10,463 

11,752 b 

6.7 

7,213 

9,389 

9,340 

Source:  United  Nations,  Monthly  Bulletin  of  Statistics. 
“  1960-1969. 


b  Preliminary.  The  sources  show  small  discrepancies  owing  to  the  fact  that  the  figures  for  several  coun¬ 
tries  are  preliminary. 
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Venezuela’s  exports  displayed  the  most  un¬ 
favourable  evolution  in  the  whole  region,  de¬ 
spite  the  fact  that  they  largely  consist  of  petro¬ 
leum  and  petroleum  products,  which  are  among 
the  products  for  which  world  demand  is  grow¬ 
ing  most  rapidly.  The  average  annual  value  of 
Venezuela’s  exports  in  1966-1969  was  slightly 
lower  than  in  1961-1965:  quite  the  opposite  of 
the  trend  in  the  oil-exporting  developing  coun¬ 
tries  outside  the  region.  In  world  trade  as  a 
whole,  as  noted  earlier,  exports  of  petroleum 
and  petroleum  products  achieved  one  of  the 
highest  growth  rates  during  the  1960s.  In 
Venezuela,  production  increased  at  a  rate  well 
below  that  of  world  production,  and  the  value 
of  the  country’s  exports  was  affected  by  the 
steady  decline  in  actual  sales  prices  for  crude 
petroleum  and  petroleum  products  on  the 
world  market.1  The  slow  growth  of  petroleum 
production  in  Venezuela  is  probably  attrib¬ 
utable  to  a  wide  variety  of  factors,  including 
decisions  made  by  producer  companies  in  the 
light  of  their  interests  in  other  areas,  dif¬ 
ferences  in  systems  of  taxation  (particularly 
in  relation  to  the  Middle  East  countries),  the 
impact  of  quantitative  restrictions  by  the  United 
States  on  imports  of  crude  petroleum  and 
petroleum  products,2  and  the  emergence  of  new 
producing  areas  in  North  Africa  with  a  com¬ 
parative  advantage  as  regards  supplying  the 
European  market.  In  this  connexion,  it  may 
be  noted  that,  despite  the  quantitative  restric¬ 
tions  in  the  United  States  market,  Venezuela’s 
exports  to  that  market  are  the  only  exports 
that  are  growing,3  within  the  limitations  of  the 
quota  system,  thus  making  up  for  the  fall  in 
exports  to  the  EEC  and  EFT  A  countries. 

Some  of  the  factors  that  adversely  affected 
Venezuela’s  petroleum  exports  during  most  of 
the  1960s  started  to  improve  in  early  1970:  in 
particular,  world  demand  pushed  up,  and  subse¬ 
quently  the  Organization  of  Petroleum  Export¬ 
ing  Countries  (OPEC),  of  which  Venezuela 
is  a  member,  agreed  upon  and  implemented 
measures  aimed  at  initiating  new  negotiations 
with  the  foreign  producer  companies  in  each 
country  to  secure  better  prices  and  also  other 
arrangements  regarding  taxation,  exemptions, 

1  Table  5  gives  price  indexes  for  Latin  America’s 
major  export  products. 

2  The  actual  impact  of  the  restrictions  varies 
depending  on  the  programmes  of  the  producer 
companies  in  the  United  States,  since  it  is  they  who 
are  subject  to  the  quota  system  and  not  the  exporting 

countries.  _  .  . 

3  Including  exports  of  crude  to  Canada  and  Irim- 
dad  and  Tobago  which  are  generally  destined,  after 

refining,  for  the  United  States  market. 


etc.  The  results  of  the  negotiations  carried  on 
by  the  OPEC  countries  give  reason  to  expect 
a  substantial  improvement  in  the  revenue  of 
the  oil  exporting  countries,  including  Venezuela. 

The  countries  producing  and  exporting  non- 
ferrous  metals  (Bolivia,  Chile,  Peru  and  to 
some  extent  Mexico)  had  relatively  favourable 
markets  from  1964  onwards,  when  the  prices 
for  copper,  tin,  lead  and  zinc  began  an  upward 
trend  after  having  declined  to  a  varying  extent 
during  the  previous  four  or  five  years.  The 
special  features  of  the  world  markets  for  each 
of  these  products  meant  that  prices  did  not 
improve  uniformly  for  all.  For  example,  copper 
prices  rose  less  during  1964  and  1965  than 
prices  for  the  other  three  metals,  but  between 
1966  and  1968  tin,  lead  and  zinc  lost  some  of 
the  price  increases  of  1964  and  1965,  while 
copper  prices  continued  to  rise  and  reached 
their  highest  point  ever  in  1969.  After  reaching 
this  peak,  however,  copper  prices  then  turned 
downward,  while  in  the  same  year  prices  for 
the  other  three  metals  appeared  to  be  returning 
to  their  1965  levels.  At  all  events,  while  these 
fluctuations  in  world  prices  for  non-ferrous 
metals  were  in  line  with  the  traditional  way 
that  commodity  markets  operate,  they  ranged 
within  a  generally  higher  band  than  in  the 
second  half  of  the  1950s.  The  annual  growth 
rates  of  exports  by  Bolivia  (15.2  per  cent), 
Chile  (9  per  cent)  and  Peru  (9.3  per  cent) 
between  1960  and  1970  were  attributable  in 
the  main  to  the  recent  relatively  favourable 
world  market  trends  for  copper,  tin,  lead  and 
zinc,  of  which  these  countries  are  the  main 
exporters  in  Latin  America. 

While  it  is  not  possible  to  summarize  in  the 
present  study  all  the  factors  affecting  export 
growth  in  each  Latin  American  country  during 
the  1960s,4  it  is  possible  to  give  a  general  idea  of 
the  trends  of  world  prices  for  the  region’s 
principal  export  commodities,  since  these  prices 
are  often  the  most  important  variable  in  deter¬ 
mining  each  country’s  export  earnings. 

The  price  indexes  given  in  table  5  show  annual 
average  world  prices  for  a  group  of  commodi¬ 
ties  that  account  for  more  than  two  thirds  of 
the  region’s  total  exports.  Fluctuations  from 
year  to  year  in  the  total  over-all  index  for 
these  commodities  (excluding  petroleum  and 
petroleum  products)  during  the  period  1960- 
1968  were  not  very  pronounced,  but  the 


4  This  kind  of  analysis  is  given  regularly  in  the 
Economic  Survey  of  Latin  America,  which  the 
Economic  Commission  for  Latin  America  issues  each 
year. 
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PRICE  INDEXES  OF  MAJOR  LATIN  AMERICAN  EXPORTS  ON  THE  WORLD  MARKET 
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indexes  for  individual  commodities  usually 
show  wide  variations  from  one  year  to  the 
next.  In  1969  and  again  in  1970  the  over- all 
index  rose  to  its  highest  point  since  1960, 
because  not  only  did  copper  prices  rise,  but 
prices  for  the  other  non-ferrous  metals  (tin, 
lead  and  zinc)  also  made  a  recovery,  added 
to  which  prices  rose  for  coffee,  cocoa,  beef, 
and  fish  flour,  while  free  market  prices  for 
sugar  began  to  recover.  By  the  middle  of  1971, 
however,  some  of  these  price  rises  had  dis¬ 
appeared:  coffee  prices  were  falling  back  to 
the  1966  levels;  cocoa  prices  had  already 
dropped  below  the  1963  level;  and  copper 
prices  were  steadily  falling.  If  petroleum  and 
petroleum  products  are  left  out  of  account,  it 
seems  very  likely  that  the  over-all  index  for 
1971  will  be  lower  than  for  1970. 

The  trend  of  the  over-all  price  index  for 
Latin  American  commodities  during  the  1960s 
is  reflected  in  the  unit  value  indexes  for  the 
region’s  total  exports.  Table  6  gives  indexes  of 
the  unit  values  of  Latin  American  exports  and 
imports,  as  a  means  of  showing  the  trend  of 
the  terms  of  trade.  As  can  be  seen,  the  unit 
value  indexes  for  total  exports  (particularly 
the  index  that  excludes  petroleum)  improved 
substantially  from  1964  onwards.  Since  one 
country  is  responsible  for  most  of  the  petroleum 
exports,  it  can  be  considered  that  the  unit  value 
index  of  exports  excluding  petroleum  gives  a 
fairly  reasonable  picture  of  what  happened  in 
the  rest  of  the  Latin  American  countries  as  a 
whole,  namely,  that  average  export  values 
improved  and,  although  dipping  slightly  in  some 
years,  from  1964  onwards  generally  remained 
above  previous  levels.  Over  the  same  period, 
however,  the  unit  value  of  imports  also  rose 
steadily,  with  the  result  that  the  terms  of  trade 
during  1964-1970,  without  being  completely 
unfavourable,  were  not  as  positive  a  factor  as 
might  have  been  expected  given  the  favourable 
situation  of  the  world  commodity  market.  Thus, 
for  example,  the  improvement  in  the  terms  of 
trade  in  1964  was  gradually  whittled  away  in 
succeeding  years,  until  by  1967  the  situation 
was  the  same  as  it  had  been  in  1963,  the  base 
year  of  the  table.  In  1969,  and  particularly  in 
1970,  when  the  unit  value  of  exports  reached 
its  highest  level,  the  unit  value  of  imports 
rose  sharply  and  thus  cancelled  out  a  substan¬ 
tial  part  of  the  advantages  that  Latin  American 
exporters  might  have  obtained.  Even  though 
the  terms  of  trade  index  excluding  petroleum 
is  higher  for  1970  than  in  the  immediately 
preceding  years,  the  fact  that  this  is  only  a 
temporary  state  of  affairs  is  clear  from  the 


indexes  for  the  last  two  quarters  of  1970  and 
the  first  two  quarters  of  1971,  which  show 
the  unit  value  of  imports  rising  and  the  unit 
value  of  exports  falling.  By  the  end  of  the  first 
quarter  of  1971,  the  terms  of  trade  had  lost  all 
the  gains  of  the  previous  year  and  had  dropped 
below  1960  levels. 

1.  The  trends  in  the  main  commodities 

In  view  of  the  relative  decline  in  Latin 
America’s  share  of  the  world  commodity  export 
market,  it  may  be  of  value  to  take  a  close  look 
at  the  trends  in  the  production  and  export  of 
the  region’s  staple  products  in  order  to  establish 
the  facts  of  the  situation  without,  however, 
examining  in  depth  the  domestic  or  external 
causes  that  may  have  been  wholly  or  partly 
responsible  for  the  particular  trend  in  each 
product. 

(a)  Sugar 

World  production  of  sugar  has  risen  95  per 
cent  over  the  past  20  years.  During  this  time, 
Latin  American  production  went  up  by  61  per 
cent  and  that  of  the  rest  of  the  world  by  111 
per  cent  (see  table  7).  Though  the  region’s 
over-all  share  in  world  production  dropped, 
there  were  big  differences  between  individual 
countries.  First  of  all,  Cuba’s  production  re¬ 
mained  more  or  less  stagnant  during  the  whole 
period  in  question,  except  for  the  1969/1970 
crop  year,  when  output  soared  to  the  unprece¬ 
dented  figure  of  9.4  million  short  tons  compared 
with  5.2  and  5.5  millions  for  the  two  previous 
years;  the  average  for  the  three  years,  however, 
was  barely  higher  than  at  the  beginning  of  the 
1950s,  although  it  did  represent  a  significant 
recovery  from  the  serious  decline  that  had 
occurred  in  the  early  1960s.  At  all  events, 
Cuba’s  share  in  world  production  declined  con¬ 
siderably  during  the  last  decade  and  is  still  low 
at  the  beginning  of  the  1970s,  since  it  has  not 
yet  managed  to  exceed  the  production  level  of 
the  1950s.  In  the  other  Latin  American  coun¬ 
tries,  by  contrast,  whose  total  joint  output  20 
years  ago  was  not  as  high  as  that  of  Cuba, 
sugar  production  has  been  booming  since 
1961,  partly  as  a  result  of  the  changes  in 
trading  patterns  set  off  by  the  United  States 
embargo  on  trade  with  Cuba.  Latin  American 
sugar  exports  between  1951  and  1953,  other 
than  those  from  Cuba,  came  mostly  from  the 
Dominican  Republic,  Mexico,  Peru  and,  to  a 
lesser  extent,  Brazil.  At  the  time,  Cuba  pro¬ 
vided  3.2  million  tons  out  of  a  total  of  3.5 
million  tons  which  the  United  States  imported 
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Table  6 


LATIN  AMERICA:  INDEXES  OF  THE  UNIT  VALUE  OF  EXPORTS  AND 
IMPORTS  AND  OF  TERMS  OF  TRADE 


(1963=100) 


Unit  value  of  exports 

Unit 

T erms  of  trade 

Year 

Total 

Excluding 

petroleum 

value  of 
imports 

Total 

Excluding 

petroleum 

1960  . 

.  97 

96 

100 

97 

96 

1961  . 

.  96 

94 

100 

95 

93 

1962  . 

.  95 

93 

103 

92 

90 

1963  . 

.  100 

100 

100 

100 

100 

1964  . 

.  107 

110 

101 

106 

109 

1965  . 

.  106 

109 

104 

103 

105 

1966  . 

.  108 

111 

104 

103 

107 

1967  . 

.  105 

108 

106 

100 

102 

1968  . 

.  106 

109 

107 

99 

102 

1969  . 

.  109 

114 

109 

100 

104 

1970  . 

.  115 

122 

114 

101 

107 

1970  I  . 

.  115 

122 

113 

102 

108 

II  . 

.  117 

123 

114 

102 

107 

Ill  . 

.  119 

123 

114 

105 

108 

IV  . 

.  113 

120 

115 

98 

104 

1971  I  . 

.  108 

111 

118 

91 

94 

H  . 

.  108 

111 

119 

91 

94 

Source:  United  Nations,  Monthly  Bulletin  of  Statistics,  January  1972. 


from  Latin  America.  When  Cuba’s  quota  on 
the  United  States  market  was  cancelled,  part 
of  it  went  to  North  America’s  own  producers, 
who  increased  their  share  of  domestic  supply, 
while  the  rest  was  divided  among  various 
Latin  American  exporters,  including  countries 
that  had  hitherto  had  no  preferential  access  to 
the  market.  The  price  difference  that  has  nor¬ 
mally  existed  between  sugar  exported  to  the 
United  States  under  the  import  quota  system 
and  that  sold  on  the  free  market  was  a  big 
incentive  for  Latin  American  producers  and 
explains  the  rapid  growth  in  the  production  and 
exports  of  certain  countries,  particularly  Brazil 
and  Mexico,  as  well  as  of  a  group  of  countries 
(including  Argentina,  Colombia,  Ecuador  and 
the  Central  American  countries)  that  had  not 
previously  been  exporters  at  all  or,  at  most, 
only  marginally.  Since,  therefore,  the  decline 
in  Cuba’s  exports  has  been  offset  by  expansion 
of  the  exports  of  other  Latin  American  coun¬ 
tries,  the  region  as  a  whole  has  managed  to 
retain  its  large  share  of  world  sugar  exports 
(see  table  8). 

(b)  Cocoa 

World  cocoa  production  has  risen  81  per 
cent  over  the  past  20  years,  primarily  as  a  result 
of  increased  production  by  Africa.  The  fact 


that  the  increase  in  Latin  American  production 
was  barely  43  per  cent  was  mainly  due  to  the 
fluctuations  in  the  output  of  Brazil,  the  region’s 
largest  producer.  Brazil’s  average  annual  output 
between  1951/1952  and  1953/1954  was  119,- 
000  long  tons,  which  was  less  than  that  of  the 
three  previous  years,  when  the  average  was 
148,000  long  tons;  similarly,  the  average  of 
117,000  long  tons  for  1961/1962  represented 
another  severe  decline  in  production,  since  the 
average  for  the  period  1957/1958  to  1959/ 
1960  had  been  178,000  long  tons.  The  average 
of  167,000  long  tons  for  the  three-year  period 
1967/1968-1969/1970  does  not  represent  any 
real  increase,  since  it  is  lower  than  that  for  the 
end  of  the  1950s.  Even  the  figures  of  the  period 
1969/1970-1970/1971,  which  seem  at  first 
sight  to  indicate  an  upswing  in  production,  had 
already  been  equalled  in  1959/1960  with  an 
output  of  198,000  long  tons.  Consequently,  the 
percentage  increase  in  Brazilian  production  that 
is  given  in  table  9  is  strictly  relative,  since  a 
comparison  with  earlier  periods  gives  a  totally 
different  picture  (see  table  9). 5 


5  If  the  average  annual  production  figures  for 
1948/1949  to  1950/1951  (148,000  long  tons)  are 
compared  with  those  for  1968/1969  to  1970/1971 
(181,000  long  tons),  the  total  increase  in  Brazilian 
production  is  22  per  cent. 
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Table  9 

COCOA  BEANS:  WORLD  AND  LATIN  AMERICAN  PRODUCTION 
( Thousands  of  long  tons) 


1951/1952- 

1953/1954 

1961/1962- 

1963/1964 

1967/1968- 

1969/1970 

1969/1970 

1970/1971 

Percentage 

increase 

between 

1951/1952- 

1953/1954 

and 

1967/1968- 

1969/1970 

Brazil  . 

119 

117 

167 

197 

183 

40 

Colombia  . 

15 

19 

18 

19 

21 

20 

Ecuador  . 

26 

37 

58 

54 

60 

123 

Dominican  Republic  . 

33 

37 

31 

42 

25 

-6 

Venezuela  . 

18 

20 

24 

24 

25 

33 

Other  Latin  American  countries 

30 

47 

45 

41 

40 

50 

Total  for  Latin  America 

241 

277 

345 

385 

354 

43 

Africa  . 

474 

853 

938 

998 

1,116 

98 

World  total 

737 

1,167 

1,330 

1,423 

1,517 

81 

Percentage  of  world  total: 

Latin  America  . 

33 

24 

26 

25 

23 

Africa  . 

64 

73 

71 

71 

74 

Source:  Gill  and  Duffus,  Cocoa  Market  Report  (London). 


Other  Latin  American  countries  also  experi¬ 
enced  varying  degrees  of  fluctuations  in  produc¬ 
tion,  with  normal  crops  in  some  years  and 
severe  reductions  in  others;  the  country  least 
affected  by  these  variations  was  probably  Ecua¬ 
dor,  whose  output  in  recent  years  has  grown 
rather  more  steadily. 

Unlike  Latin  America,  and  although  they  too 
have  experienced  considerable  fluctuations,  the 
African  countries  have  made  great  strides  in 
production,  most  likely  because  they  have  been 
more  successful  in  wiping  out  crop  pests  and 
diseases,  which  are  the  major  causes  of  drops 
in  production.  The  average  production  for 
the  three-year  period  1967/1968-1969/1970 
(938,000  long  tons)  is  not  the  highest  re¬ 
corded  in  Africa,  as  it  was  exceeded  in  the 
period  1964/1965-1966/1967,  when  produc¬ 
tion  reached  989,000  long  tons  per  year.  The 
excess  of  production  over  current  demand  dur¬ 
ing  the  latter  period  brought  about  the  most 
serious  crisis  in  cocoa  prices  on  the  inter¬ 
national  market.  Of  all  the  commodities  ex¬ 
ported  by  Latin  America,  few  suffer  from  such 
notorious  price  instability  as  cocoa  beans,  both 
because  of  the  tremendous  variations  in  world 
production  and  because  of  the  system  of  mar¬ 
keting  in  the  exporter  countries.  Hence  the 


importance  attached  to  providing  for  a  buffer 
stock  in  the  international  cocoa  agreement  that 
has  been  under  negotiation  for  many  years. 

The  trend  in  world  exports  of  cocoa  beans 
has  more  or  less  followed  the  pattern  of  pro¬ 
duction.  While  Latin  America’s  share  of  world 
production  dropped  from  33  to  26  per  cent 
during  the  period  under  consideration,  its  share 
of  world  exports  fell  from  23  to  20  per  cent. 
The  region's  declining  share  might  well  dwindle 
further  in  future  because  of  the  levelling  off  or 
decrease  in  long-term  production  that  certain 
small  Latin  American  producers  are  experi¬ 
encing  (see  table  10). 

(c)  Coffee 

Latin  America’s  share  in  the  world  produc¬ 
tion  and  export  of  coffee  has  undergone  a 
marked  decline  over  the  past  20  years,  largely 
because  of  trends  in  Brazil  and  Colombia.  In 
the  period  1951-1953,  the  exportable  produc¬ 
tion  of  these  two  countries  amounted  to  63 
per  cent  of  world  production,  a  further  18  per 
cent  of  which  was  provided  by  the  other  Latin 
American  countries,  so  that  the  region  as  a 
whole  was  supplying  over  four  fifths  of  the 
world’s  exportable  production.  The  rapid  ex¬ 
pansion  of  African  production  during  the 
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Table  10 

COCOA  BEANS:  WORLD  AND  LATIN  AMERICAN  EXPORTS 


(Thousands  of  long  tons) 


1951-1953 

1961-1963 

1968-1970 

1969 

1970 

Percentage 

increase 

between 

1951-1953 

and 

1968-1970 

Brazil  . 

86 

75 

104 

118 

118 

21 

Ecuador  . 

23 

33 

44 

32 

36 

91 

Dominican  Republic  . 

23 

18 

28 

25 

34 

22 

Venezuela  . 

15 

11 

12 

10 

11 

-20 

Other  Latin  American  countries 

8 

23 

19 

21 

16 

137 

Total  for  Latin  America 

156 

159 

207 

206 

215 

33 

Africa  . 

487 

821 

796 

740 

844 

63 

World  total 

666 

1,014 

1,037 

982 

1,094 

56 

Percentage  of  world  total: 

Latin  America  . 

23 

16 

20 

21 

20 

Africa  . 

73 

81 

77 

75 

77 

Source:  Gill  and  Duffus,  Cocoa  Statistics  (London,  July  1971). 


1950s,  however,  changed  the  whole  picture. 
By  the  period  1961-1963,  the  exportable  pro¬ 
duction  of  African  countries  had  risen  168  per 
cent  compared  with  1951-1953,  whereas  the 
corresponding  increase  was  only  58  per  cent 
for  Brazil,  19  per  cent  for  Colombia  and  61 
per  cent  for  the  rest  of  Latin  America.  Some  of 
these  trends  became  even  more  marked  from 
1961-1963  onwards:  Brazilian  coffee  growers 
in  particular  suffered  severe  losses  due  to  frost 
in  several  seasons  and  the  growth  rate  of  pro¬ 
duction  declined  elsewhere  in  Latin  America. 
While  the  share  of  African  countries  in  world 
exportable  production  rose  to  41  per  cent 
between  1968  and  1970,  that  of  Latin  America 
fell  to  52  per  cent.  It  should  be  borne  in  mind, 
in  this  connexion,  that  between  1957  and  1963 
efforts  to  stabilize  the  world  coffee  market  cov¬ 
ered  only  Latin  American  countries  and  it  was 
not  until  the  negotiations  of  the  international 
coffee  agreement  in  1964  that  the  African 
producers  and  the  major  importing  countries 
were  also  brought  in. 

Though  exports  tend  very  much  to  follow  the 
same  trends  as  production,  Brazilian  exports 
are  not  showing  the  same  strong  annual  fluc¬ 
tuations  as  before,  thanks  to  the  stocks  ac¬ 
cumulated  in  certain  years,  which  make  it 
possible  to  compensate  for  low  production  in 
others.  Exports  from  Brazil  and  Colombia 


nonetheless  rose  by  a  bare  17  and  19  per  cent 
respectively  between  1951-1953  and  1968— 
1970,  which  goes  to  show  that  these  are  the 
two  countries  most  affected,  either  for  natural 
causes  or  as  a  result  of  trade  control  measures, 
by  the  attempt  to  stabilize  the  world  coffee 
market  and  prevent  the  discrepancy  between 
world  supply  and  demand  and  the  accumula¬ 
tion  of  stocks  from  having  still  more  disruptive 
effects  on  prices.  Excluding  Brazil  and 
Colombia,  Latin  American  exports  rose  by  75 
per  cent  over  the  period  in  question,  while 
those  of  African  countries  rose  by  225  per  cent 
(see  table  11). 

These  differences  show  that  the  African 
countries  continued  to  increase  their  share  of 
the  world  coffee  market  also  during  the  period 
after  the  international  coffee  agreement  came 
into  effect.  Thus,  between  1961-1963  and 
1968-1970,  Latin  America’s  exports  rose  by 
2.9  million  60-kg.  bags  but  African  exports 
rose  by  4.3  million  (see  table  12). 

(d)  Wheat 

The  share  of  Latin  America  in  world  wheat 
production  is  very  small,  and  is  decreasing, 
despite  the  fact  that  Argentina,  the  main  pro¬ 
ducer  in  the  region  (and  the  only  exporter), 
has  managed  to  keep  a  share  of  between  4  and 
6  per  cent  of  world  exports  (see  table  13). 


13 


Table  11 

COFFEE:  WORLD  EXPORTABLE  PRODUCTION,  BY  MAIN  GROWING  AREAS 

( Thousands  of  60-kg.  bags) 


Percentage 

1951/1952- 

1953/1954 

1961/1962- 

1963/1964 

1968/1969- 

1970/1971 

1969/1970 

1970/1971 

between 

1951-1953 

and 

1968-1970 

Brazil  . 

14.6 

23.1 

6.6 

10.3 

1.5 

-55 

Colombia . 

5.7 

6.8 

6.6 

7.1 

6.1 

16 

Other  Latin  American  countries 

5.7 

9.2 

9.5 

9.9 

9.8 

67 

Total  for  Latin  America 

26.1 

39.1 

22.7 

27.3 

17.4 

-13 

Africa  . 

5.6 

15.0 

17.9 

18.5 

18.1 

220 

World  total 

32.4 

56.2 

43.3 

47.7 

38.9 

34 

Percentage  of  world  total: 

Brazil . 

45 

41 

15 

22 

4 

Colombia . 

18 

12 

15 

15 

16 

Rest  of  Latin  America  .  .  . 

18 

16 

22 

21 

25 

Total  for  Latin  America 

81 

70 

52 

57 

45 

Africa  . 

17 

27 

41 

39 

47 

Source;  United  States  Department  of  Agriculture, 
issues). 

World  Agricultural  Production  and  Trade 

(various 

Table 

12 

COFFEE:  WORLD  EXPORTS,  BY  MAIN  GROWING  AREAS 

(Thousands  of  60-kg.  bags) 

Percentage 

increase 

1951-1953 

1961-1963 

1968-1970 

1969 

1970 

between 

1951-1953 

and 

1968-1970 

Brazil  . 

15,914 

17,621 

18,578 

19,613 

17,035 

17 

Colombia  . 

Other  Latin  American  coun- 

5,466 

6,115 

6,525 

6,478 

6,508 

19 

tries . 

5,612 

8,313 

9,822 

9,759 

9,788 

75 

Total  for  Latin  America 

27,012 

32,049 

34,924 

35,850 

33,381 

29 

Africa  . 

5,121 

12,346 

16,627 

16,114 

17,036 

225 

World  total 

32,814 

46,313 

54,108 

54,466 

53,254 

65 

Percentage  of  world  total: 

Brazil  . . 

48 

38 

34 

36 

32 

Colombia  . 

17 

13 

12 

12 

12 

Rest  of  Latin  America 

17 

18 

18 

18 

18 

T  otal  for  La  tin  A  m  erica 

82 

69 

64 

66 

63 

Africa . 

16 

27 

31 

30 

32 

Source:  Pan  American  Coffee  Bureau,  Annual  Coffee  Statistics  (various  issues). 
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Table  13 

WHEAT:  WORLD  PRODUCTION,  BY  MAIN  GROWING  AREAS 

( Millions  of  tons ) 


1948/1949- 

1952/1953 

1961/1962- 

1963/1964 

1967/1968- 

1969/1970 

1969/1970 

1970/1971 

Percentage 

increase 

between 

1948/1949- 

1952/1953 

and 

1967/1968- 

1969/1970 

Argentina  . 

5.1 

6.5 

6.6 

7.0 

4.3 

29 

Other  Latin  American  coun- 

tries . 

2.7 

2.7 

2.7 

3.2 

3.7 

— 

Australia  . 

5.1 

8.0 

11.0 

10.8 

7.9 

116 

Canada  . 

13.4 

14.3 

17.4 

18.6 

9.0 

30 

United  States  . 

31.0 

31.5 

41.3 

39.7 

37.5 

33 

Western  Europe  . 

30.3 

42.3 

51.2 

50.1 

43.7 

69 

Eastern  Europe  . 

10.8 

13.6 

20.6 

20.8 

22.7 

91 

Soviet  Union  . 

32.7 

62.3 

83.5 

79.9 

80.0 

155 

Others . 

40.1 

39.8 

67.3 

78.3 

79.1 

68 

World  total 

171.2 

221.1 

301.9 

308.4 

287.9 

76 

Percentage  of  world  total: 

Argentina  . 

3.0 

2.9 

2.2 

2.3 

1.5 

Rest  of  Latin  America 

1.6 

1.2 

0.9 

1.0 

1.3 

Sources:  International  Wheat  Council,  World  Wheat  Statistics,  1969;  United  States  Department  of 
Agriculture,  World  Agricultural  Production  and  Trade,  September  1971. 


The  wheat  trade  has  its  own  special  fea¬ 
tures.  Three  countries  (Australia,  Canada  and 
the  United  States),  which  averaged  24  per 
cent  of  world  production  in  the  last  decade, 
provided — also  on  average — 72  per  cent  of 
world  exports  (see  table  14).  The  export 
policies  of  these  three  countries,  particularly 
the  United  States  and  Canada,  have  consider¬ 
able  influence  on  conditions  on  the  interna¬ 
tional  market,  and  they  have  also  affected  the 
regulations  resulting  from  the  succession  of 


international  wheat  agreements  which  have 
been  negotiated  since  1949.  Among  the  trade 
policies  which  most  affect  the  competitive  posi¬ 
tion  of  Argentine  wheat  are  the  subsidizing  of 
exports  and  the  various  forms  of  “non-com¬ 
mercial”  transactions,  that  is  to  say,  pro¬ 
grammes  for  the  disposal  of  surpluses  and  other 
forms  of  Government  aid  to  exports.  According 
to  the  most  recent  data  available,  wheat  and 
wheat-flour  exports  carried  out  under  various 
Government-supported  programmes  reached 
the  following  volumes: 


Countries 

Exports  under  Government 
programmes 
(thousands  of  tons) 

Percentage  of  the 
country’s  total 
exports 

1968-1969 

1969-1970 

1968-1969 

1969-1970 

Australia  . 

214 

215 

3.9 

3.0 

Canada  . 

3,711 

3,211 

42.7 

36.3 

European  Economic  Community  . . 

200 

1,300 

4.0 

18.2 

United  States  . 

8,555 

10,107 

58.2 

61.3 

Total  . 

12,680 

14,833 

37.5 

37.3 

Source:  International  Wheat  Council,  Review  of  the  World  Grains  Situation,  1969-1970,  London,  Novem¬ 
ber  1970,  p.  28. 
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In  the  agricultural  years  in  question,  the 
four  areas  mentioned  in  the  table  supplied  75 
and  79  per  cent  respectively  of  world  exports, 
so  that  the  proportion  of  exports  carried  out 
under  Government  programmes — especially  in 
the  case  of  the  United  States  and  Canada — 
considerably  affects  the  position  of  other  ex¬ 
porters,  especially  countries  like  Argentina, 
which  is  not  in  a  position  to  make  sales  by 
accepting  payment  in  the  currency  of  the  pur¬ 
chasing  country,  or  by  extending  long-term 
credit,  or  by  barter  transactions,  these  being  the 
main  ways  in  which  wheat  is  sold  under  the 
United  States  Government  programmes. 

The  problems  raised  by  the  disposal  of  sur¬ 
pluses  belonging  to  the  developed  countries, 
notably  the  United  States,  have  been  under  in¬ 
ternational  consideration  since  the  mid-1950s, 
when  the  FAO  “principles  of  surplus  disposal” 
were  approved  and  almost  simultaneously  cer¬ 
tain  notification  procedures  were  established 
within  GATT.  These  problems,  which  do  not 
only  affect  wheat,  have  been  a  matter  of  inter¬ 
national  concern,  and  for  some  years  now 
several  countries  have  been  increasing  their 
efforts  to  make  the  system  of  intergovernmental 
consultation  set  up  to  deal  with  these  opera¬ 
tions  more  effective  and  practical,  particularly 
in  view  of  the  diversity  of  forms  now  taken  by 
“non-commercial  transactions”.  This  new  name 
conferred  on  such  operations  reflects  the 


changes  which  have  taken  place  in  government 
overseas  sales  programmes,  which  are  no  longer 
limited  to  agricultural  surplus  disposal  but  now 
also  cover  the  promotion  of  sales  of  current 
production  and  sales  from  stockpiles  of  metals 
and  other  raw  materials  resulting  from  changes 
in  the  strategic  needs  of  some  of  the  developed 
countries. 

The  discussion  of  these  problems  at  the  in¬ 
ternational  level  has  not  yet  led  to  the  con¬ 
clusion  of  any  agreement  to  perfect  the  ma¬ 
chinery  for  consultations.  In  the  “Declaration 
and  principles  of  the  action  programme  of 
Lima”  the  developing  countries  reiterated  the 
position  which  they  have  been  maintaining  on 
this  matter,  pointing  out  that  developed  coun¬ 
tries  which  dispose  of  surpluses  and  strategic 
reserves  must  ensure  that  these  operations  do 
not  adversely  affect  the  economies  of  the  de¬ 
veloping  countries,  and  that  UNCTAD  must 
maintain  a  constant  watch  on  the  disposal  of 
surpluses  and  reserves  not  covered  by  the  FAO 
“Principles  of  surplus  disposal”,  in  order  to 
ensure  that  decision  4  (V)  of  the  UNCTAD 
Committee  on  Commodities  is  carried  out.6 


6  Decision  4  (V)  of  the  above-mentioned  Commit¬ 
tee  lays  down  a  series  of  principles  on  the  disposal  of 
surpluses  and  reserves,  particularly  as  regards  prod¬ 
ucts  not  covered  by  the  FAO  principles.  See  “Report 
'  of  the  Committee  on  Commodities  on  its  fifth 


Table  14 


WHEAT  AND  WHEAT  FLOUR:  WORLD  EXPORTS,  BY  MAIN  PRODUCER  COUNTRIES 

( Thousands  of  tons,  trade  years  July /June) 


1948/1949- 

1952/1953 

1961/1962- 

1963/1964 

1967/1968- 

1969/1970 

1968/1969 

1969/1970 

Percentage 

increase 

between 

1948/1949- 

1952/1953 

and 

1967/1968- 

1969/1970 

Argentina  . 

1,694 

2,320 

2,088 

2,785 

2,108 

23 

Australia  . 

3,021 

6,293 

6,543 

5,369 

7,250 

117 

Canada  . 

7,782 

11,437 

8,867 

8,700 

8,999 

14 

United  States . 

10,730 

19,989 

17,124 

14,693 

16,480 

60 

Others  . 

2,854 

9,179 

14,070 

13,448 

15,420 

393 

World  total 

26,080 

49,127 

48,692 

44,995 

50,257 

87 

Percentage  of  world  total: 
Argentina  . 

6.5 

4.7 

4.3 

6.2 

4.2 

Australia  . 

11.6 

12.8 

13.4 

11.9 

14.4 

Canada  . 

29.8 

23.1 

18.2 

19.3 

17.9 

United  States  . 

41.1 

40.7 

35.2 

32.7 

32.8 

Others . 

10.9 

18.7 

28.9 

29.9 

30.7 

Source:  International  Wheat  Council,  World  Wheat  Statistics,  1970. 
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The  problems  raised  by  the  disposal  of  sur¬ 
pluses  and  reserves,  and  all  the  “non-commer¬ 
cial  transactions”  in  general  which  are  carried 
on  by  the  developed  countries  are  not,  of 
course,  the  only  ones  affecting  Argentine  wheat 
exports:  other  major  problems  are  those  con¬ 
cerning  the  level  of  subsidies  granted  by  the 
developed  countries  to  their  own  exports,  the 
policy  of  maintaining  domestic  prices,  and  the 
systems  of  variable  duties,  quotas,  prohibitions 
and  other  measures  designed  to  restrict  access 
to  those  countries’  markets.  It  is  the  existence 
of  these  policies,  in  the  final  analysis,  which 
determines  the  framework  within  which  pro¬ 
duction  in  Argentina  has  to  be  planned,  so  it 
is  hardly  sufficient,  in  this  case,  to  put  forward 
the  usual  argument  that  Argentina’s  exports  of 
wheat  are  not  increasing  because  there  is  no 
increase  in  production. 

(e)  Bananas 

The  Latin  American  countries  have  tradi¬ 
tionally  dominated  world  production  and  ex¬ 


ports  of  bananas,  and  over  the  last  few  years 
they  have  succeeded  in  increasing  their  share 
of  world  exports  in  spite  of  the  import  restric¬ 
tions  which  certain  important  markets  have 
applied  in  a  discriminatory  fashion  to  this 
product.  The  increase  in  exports  has  mainly 
been  achieved  by  Ecuador,  Honduras,  Costa 
Rica,  Panama  and,  to  a  lesser  extent, 
Colombia,  and  it  has  made  up  for  the  drop 
in  exports  by  Brazil  and  other  minor  pro¬ 
ducers.  One  of  the  decisive  factors  in  this 
boom  has  been  the  change  in  the  way  that 
bananas  are  shipped  and  distributed.  This  is 
now  done  entirely  in  cases,  so  that  the  product 
reaches  the  consumer  in  better  condition  and 
the  losses  which  used  to  take  place  when 
bananas  were  transported  in  unprotected 
bunches  are  eliminated,  while  the  percentage  of 
bunches  rejected  at  the  export  purchase  centres 
is  greatly  reduced  (see  table  15). 

This  relatively  favourable  trend  should  not 
cause  the  importance  of  the  problems  of  access 
for  regional  exports  to  be  forgotten.  The  United 


Table  15 

BANANAS:  EXPORTS  FROM  LATIN  AMERICAN  COUNTRIES  AND  WORLD  TOTAL 


( Thousands  of  tons) 


Percentage 

increase 
b  etzueen 

1951/1953  1961/1963  1968/1970  1969  1970  1951/1953 

and 

1968/1970 


Brazil  . 

Colombia  . 

Costa  Rica . 

Ecuador  . 

Honduras  . 

Panama  . 

Other  Latin  American  coun¬ 
tries  . 

Total  for  Latin  America 

Africa  . 

World  total 

Percentage  of  world  total: 

Brazil  . 

Colombia  . 

Costa  Rica . 

Ecuador  . 

Honduras  . 

Panama  . 

Latin  America . 


195 

223 

176 

165 

185 

331 

329 

262 

708 

357 

1,122 

1,270 

310 

384 

859 

142 

274 

568 

237 

318 

207 

1,734 

2,768 

4,119 

286 

448 

358 

2,533 

4,060 

5,752 

7.7 

5.5 

3.1 

6.5 

4.6 

5.8 

13.0 

6.5 

12.3 

14.1 

27.6 

22.1 

12.2 

9.5 

14.9 

5.6 

6.7 

9.9 

68.5 

68.2 

71.6 

163 

204 

-9 

334 

257 

100 

719 

853 

115 

1,193 

1,364 

256 

838 

815 

111 

589 

575 

300 

209 

198 

-12 

4,045 

4,266 

138 

377 

384 

25 

5,673 

5,976 

127 

2.9 

3.4 

5.9 

4.3 

12.7 

14.3 

21.0 

22.8 

14.8 

13.6 

10.4 

9.6 

71.3 

71.4 

Source:  FAO,  Trade  Yearbook  1970  and  previous  years. 
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Kingdom,  for  instance,  imports  an  average  of 
350,000  tons  of  bananas  per  year,  almost  en¬ 
tirely  from  countries  in  the  British  Common¬ 
wealth  (mainly  Caribbean  producers),  which 
are  subject  to  no  restrictions  whatsoever,  but 
fixes  a  quota  of  scarcely  4,000  tons  a  year  for 
imports  from  Latin  American  countries,  which 
in  addition  are  subject  to  customs  duties  of 
around  15  per  cent  ad  valorem.  The  entry  of 
the  United  Kingdom  into  the  European  Com¬ 
mon  Market  is  a  source  of  particular  concern 
for  Latin  American  exporters  of  bananas,  for 
the  EEC  applies  a  common  tariff  of  20  per  cent 
ad  valorem  to  imports  of  bananas,  except  for 
a  free  quota  to  the  Federal  Republic  of  Ger¬ 
many  which  is  supplied  almost  entirely  by 
Latin  American  countries.  Imports  of  bananas 
by  other  members  of  the  EEC  are  subject,  in 
addition  to  the  Common  External  Tariff,  to 
quotas,  licenses  and  excise  taxes,  which  tend 
to  result  in  preference  being  given  to  purchases 
in  countries  or  territories  associated  with  the 
EEC. 


(f)  Meat 

Latin  America’s  share  of  world  meat  exports 
has  not  changed  substantially  over  the  past  20 
years.  Export  supplies  in  some  countries — par¬ 
ticularly  Argentina — have  been  affected  in  re¬ 
cent  years  by  periods  of  drought  and  by  a 
strong  domestic  demand,  which  made  it 
necessary  in  some  cases  to  prohibit  meat 
consumption  during  certain  periods.  Latin 
America  accounts  for  about  40  per  cent  of 
total  world  exports  of  beef.  Although  Argentina 
(with  just  over  two  thirds  of  the  total)  is  the 
main  exporting  country  in  the  region,  followed 
fairly  far  behind  by  Uruguay,  other  Latin 
American  countries  developed  an  active  export 
trade  in  beef  during  the  past  decade,  and  al¬ 
though  the  volume  of  trade  in  their  new  export 
line  is  still  quite  small,  it  has  enabled  some  of 
them — especially  the  Central  American  coun¬ 
tries — to  add  to  their  exports  a  product  for 
which  there  is  a  relatively  dynamic  world  de¬ 
mand  (see  table  16). 


Table  16 

MEAT:  LATIN  AMERICAN  AND  TOTAL  WORLD  EXPORTS 


( Millions  of  pounds ) 


Country 

1951-1955 

1961-1965 

1968 

1969 

1970 

A.  Beef,  mutton  and  pork 

Argentina  . 

802 

1,440 

1,671 

2,020 

1,728 

Brazil  . 

17 

94 

196 

296 

339 

Mexico . 

68 

90 

77 

101 

101 

Paraguay  . 

23 

59 

70 

60 

63 

Uruguay  . 

136 

225 

273 

280 

356 

Total 

1,045 

1,908 

2,286 

2,756 

2,588 

World  total* 

4,651 

8,419 

10,525 

11,163 

11,700 

Total  for  the  five  Latin  American  coun- 

tries  as  a  percentage  of  world  total  .  . 

22.5 

22.7 

21.7 

24.7 

22.1 

B.  Beef 

Argentina  . 

1,217 

1,339 

1,693 

1,429 

Brazil  . 

91 

167 

253 

291 

Costa  Rica  . 

19 

48 

55 

57 

Guatemala  . 

14 

28 

37 

36 

Honduras  . 

13 

20 

34 

38 

Mexico  . 

81 

63 

81 

80 

Nicaragua  . 

29 

52 

61 

69 

Paraguay  . 

58 

56 

49 

56 

Dominican  Republic  . 

1 

12 

14 

10 

Uruguay  . 

215 

241 

254 

304 

Total 

1,736 

2,026 

2,530 

2,369 

World  total* 

4,285 

5,492 

6,008 

6,157 

Total  for  the  Latin  American  countries  as  a  percentage 

of  world  total  . 

40.5 

36.9 

42.1 

38.5 

^^Sou?CE:,?Jni.ted  States  Department  of  Agriculture,  World  Agricultural  Production  and  Trade  November 
1971  and  earlier  issues. 


aThe  world  totals  relate  to  exports  from  44  countries  in  all  continents. 


18 


It  should  be  remembered,  however,  that  there 
are  restrictions  on  beef  imports  in  some  impor¬ 
tant  markets.  The  United  States  has  had  an 
import  quota  system  for  years,  although  it  has 
not  yet  put  it  into  force.  It  has  preferred  to 
negotiate  export  agreements  with  its  main 
suppliers  under  which  they  voluntarily  limit  the 
volume  of  their  exports,  taking  into  account 
the  growth  factor  laid  down  in  the  formula  for 
calculating  the  volume,  above  which  the  quotas 
would  come  into  effect.  In  the  European  Eco¬ 
nomic  Community  there  are  complex  regula¬ 
tions  governing  meat  imports  which  provide  for 
a  variable  tax  in  addition  to  customs  duty, 
while  trade  agreements  establishing  special 
regulations  for  this  product  have  been  con¬ 
cluded  with  certain  countries  such  as  Yugo¬ 
slavia.  At  the  end  of  1971  an  EEC  trade  agree¬ 
ment  with  Argentina  laid  the  basis  for  a  system 
of  continuing  consultation  on  trade  between  the 
two  areas  and  in  particular  on  the  way  in  which 


the  variable  taxes  on  meat  imports  should  be 
applied. 

(g)  Cotton 

Cotton  production  in  Latin  America  enjoyed 
a  period  of  expansion  in  the  1950s  which  con¬ 
tinued,  although  at  a  slower  rate,  in  the  next 
decade.  Part  of  this  growth  was  accounted  for 
by  the  two  major  producers — Brazil  and 
Mexico — and  the  rest  by  the  increases  achieved 
by  small  producers  (the  Central  American 
countries)  and  countries  which  were  formerly 
net  importers  (Colombia).  No  sustained  up¬ 
ward  trend  was  noted  in  Argentina  or  Peru. 
Latin  America’s  share  in  world  cotton  pro¬ 
duction  has  increased  in  the  past  two  decades, 
but  with  quite  pronounced  fluctuations  from 
year  to  year,  as  may  be  seen  from  the  figures 
for  the  last  few  years,  due  to  the  effect  of 
climate  variations  on  yields  and  fibre  quality 
(see  table  17). 


Table  17 

COTTON:  LATIN  AMERICAN  AND  TOTAL  WORLD  PRODUCTION 


( Thousands  of  tons ) 

Country 

1951/1952- 

1953/1954 

1961/1962- 

1963/1964 

1967/1968- 

1969/1970 

1969/1970 

1970/1971 

Percentage 

increase 

between 

1951/1952- 

1953/1954 

and 

1967/1968- 

1969/1970 

Argentina  . 

Brazil  . 

Colombia  . 

El  Salvador  . 

Guatemala  . 

Mexico  . 

Nicaragua  . 

129 

361 

14 

10 

4 

270 

15 

99 

114 

511 

78 

67 

50 

468 

74 

143 

109 

663 

123 

42 

71 

448 

87 

94 

140 

672 

128 

46 

54 

379 

67 

85 

87 

477 

115 

55 

52 

312 

78 

87 

-15 

84 

779 

320 

1,675 

66 

480 

-5 

Other  Latin  American  coun- 

21 

38 

47 

47 

106 

124 

Total  for  Latin  America 

World  total 

922 

8,715 

1,542 

10,411 

1,683 

11,101 

1,618 

11,267 

1,369 

11,139 

83 

27 

Percentage  of  world  total: 

Argentina  . 

Brazil  . 

1.5 

4.1 

3.1 

1.1 

4.9 

4.5 

1.0 

6.0 

4.0 

1.2 

6.0 

3.4 

0.8 

4.3 

2.8 

Pfini  . 

1.1 

1.4 

0.8 

0.7 

0.8 

Latin  America 

10.6 

14.8 

15.2 

14.4 

12.3 

Source:  International 

Cotton  Advisory  Committee, 

Quarterly  Bulletin,  October  1971  and  earlier  issues. 
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The  rapid  growth  of  cotton  fibre  production 
in  the  Latin  American  countries  in  the  first 
part  of  the  period  under  review  was  largely 
the  result  of  the  prevailing  world  market  con¬ 
ditions,  with  the  United  States  cotton  policy 
guaranteeing  minimum  prices  which  favoured 
other  exporting  countries.  Prices  slumped  from 
mid- 1956  onwards,  however,  when  the  United 
States  Government  radically  altered  its  policy 
in  an  attempt  to  regain  its  “historical  share” 
of  the  world  cotton  market. 

Prices  of  the  different  types  of  Latin  Ameri¬ 
can  cotton  have  since  fluctuated  between  fairly 
narrow  limits  compared  with  the  price  fluctua¬ 
tions  of  other  primary  products  in  the  region. 
As  a  result  of  these  new  price  levels,  production 
has  grown  more  slowly,  but  Latin  America’s 
share  in  world  exports  has  nevertheless  in¬ 
creased  and  is  continuing  to  increase,  with 
fluctuations  due  to  variations  in  production, 
particularly  in  Argentina  and  Peru  (see  table 
18). 

(h)  Wool 

World  wool  production  is  divided  among  a 
large  number  of  countries,  most  of  them  small 
producers.  Exports  are  concentrated  in  five 


countries,  including  two  in  Latin  America. 
Over  the  past  20  years  the  rate  of  growth  of 
Argentina’s  production  was  much  slower  than 
the  world  average  rate,  while  total  wool  pro¬ 
duction  in  Uruguay  declined.  In  contrast,  wool 
output  in  Australia,  New  Zealand  and  South 
Africa  increased,  especially  in  the  first  two 
countries.  Exports  showed  virtually  the  same 
trends  in  these  five  countries:  a  sharp  drop 
in  Uruguay,  a  somewhat  less  severe  decline  in 
Argentina,  but  increases  of  about  55  per  cent 
in  Australia  and  New  Zealand,  and  slightly  less 
in  South  Africa  (see  tables  19  and  20). 

Among  the  main  reasons  for  the  relative 
stagnation  or  decline  of  wool  production  in 
Argentina  and  Uruguay  are  the  periods  of 
drought  which  at  different  times  affected  pro¬ 
ducing  areas  and  decimated  the  stock.  Another 
factor  has  been  the  instability  of  international 
wool  prices  and  the  low  quotations  for  the 
principal  types  of  Latin  American  wool  in 
recent  years.7  Wool  has  also  been  affected  by 


7  From  1967  to  1970,  for  example,  the  price  of 
Buenos  Aires  5/6  type  wool  fluctuated  between  44 
and  48  cents  per  pound  on  the  Boston  market 
(United  States),  compared  with  70  and  90  cents  in 
the  five  previous  years. 


Table  18 

COTTON:  LATIN  AMERICAN  AND  TOTAL  WORLD  EXPORTS 


( Thousands  of  tons ) 


Country 

1951/1952- 

1953/1954 

1961/1962- 

1963/1964 

1967/1968- 

1969/1970 

1968/1969 

1969/1970 

Argentina  . 

31 

34 

6 

12 

Brazil  . 

138 

219 

329 

384 

421 

Colombia  . 

21 

50 

64 

54 

El  Salvador  . 

58 

31 

23 

44 

Guatemala . 

42 

61 

80 

46 

Mexico . . 

211 

347 

295 

352 

265 

Nicaragua  . 

67 

86 

103 

62 

Peru  . 

78 

126 

75 

85 

77 

Other  Latin  American  countries . 

37 

13 

19 

14 

25 

Total  for  Latin  America 

494 

928 

952 

1,105 

1,006 

World  total 

2,752 

3,588 

3,725 

3,603 

3,828 

Percentage  of  world  total: 

Argentina  . 

1.1 

0.9 

0.2 

Brazil  . 

5.0 

6.1 

8.8 

10.7 

11.1 

Mexico  . 

7.7 

9.7 

7.9 

9.8 

7.0 

Peru  . 

2.8 

3.5 

2.0 

2.4 

2.0 

Latin  America 

18.0 

25.8 

25.6 

30.7 

26.6 

Source:  International  Cotton  Advisory  Committee,  Quarterly  Bulletin,  October  1971  and  earlier  issues. 
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Table  19 

WOOL:  WORLD  OUTPUT,  BY  MAIN  PRODUCING  COUNTRIES 
( Millions  of  pounds,  unscoured ) 


Country 


Argentina  . 

Uruguay  . 

Australia  . 

New  Zealand . 

South  Africa  . 

United  States . 

United  Kingdom  . 

Other  countries . 

World  total 

Percentage  of  world  total: 

Argentina . 

Uruguay  . 

Source:  United  States 
1971  and  earlier  issues. 

a  Preliminary  estimates. 


Percentage 

increase 


1951/1953 

1961/1963 

1968/1970 

1970 

1971 * 

between 

1951-1953 

and 

1968-1970 

409 

442 

435 

423 

6 

193 

190 

171 

172 

-11 

1,201 

1,718 

1,973 

1,935 

1,934 

64 

416 

608 

730 

736 

727 

75 

258 

327 

318 

278 

23 

266 

302 

198 

187 

180 

-26 

99 

131 

107 

98 

92 

8 

1,449 

2,038 

2,281 

2,238 

57 

4,290 

5,755 

6,214 

6,123 

6,068 

45 

9.5 

7.7 

7.0 

6.9 

4.5 

3.3 

2.8 

2.8 

Department  of  Agriculture,  World  Agricultural  Production  and  Trade,  August 


Table  20 

WOOL:  PRINCIPAL  WORLD  EXPORTERS 
( Millions  of  pounds) 


Percentage 

increase 

between 


Country 

1951/1952- 

1953/1954 

1961/1962- 

1963/1964 

1967/1968- 

1969/1970 

1968/1969 

1969/1970 

1951/1952- 

1953/1954 

and 

1967/1968- 

1969/1970 

Argentina  . 

Uruguay  . 

Australia  . 

New  Zealand  . 

South  Africa  . 

Total  five  countries 

250 

128 

1,014 

414 

220 

2,033 

279 

85 

1,427 

568 

263 

2,622 

244 

98 

1,570 

643 

249 

2,804 

249 

96 

1,559 

680 

260 

2,844 

212 

88 

1,664 

669 

247 

2,880 

-2 

-23 

55 

55 

13 

38 

Percentage  of  world  total: 

Argentina . 

Uruguay . 

12.3 

6.3 

10.6 

3.2 

8.7 

3.5 

8.7 

3.4 

7.4 

3.0 

o  tt  A  ctat-o  TVnartment  of  Agriculture,  Wool  Situation,  October  1971  and  earlier  issues. 

STlhe' "commercial  year  for  wool  is  from  July  lo  June  in  Australia,  New  Zealand  and  South  Afnca, 
and  from  October  to  September  ra  Argentina  and  Uruguay. 
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competition  from  synthetic  fibres,  although  to 
a  lesser  extent  than  cotton.  Substitution  by 
synthetics  has  been  most  intensive  in  thick 
wools  for  carpets,  which  are  an  important  item 
of  Argentina’s  exports. 

(i)  Non-ferrous  metals 

Non-ferrous  metals  produced  in  Latin  Amer¬ 
ica  include  copper,  tin,  lead  and  zinc.  Pro¬ 
duction  is  concentrated  in  a  few  countries, 
which  in  general  account  for  a  smaller  propor¬ 
tion  of  world  production  today  than  in  the 
years  1951-1953. 

Production  of  copper  ore  increased  sharply 
in  Peru  at  the  beginning  of  the  1960s  when 
new  mines  came  into  operation,  but  since  then 
growth  has  been  slower.  The  76  per  cent 
expansion  in  Chile  between  1951-1953  and 
1968-1970  took  place  mainly  in  the  period 
1951-1953  to  1961-1963.  The  aim  of  the 
expansion  programme  designed  to  raise  annual 
production  to  1.1  million  tons  of  fine  copper 
by  1970  was  not  realized.8  Chile’s  share  in 

8  The  production  expansion  programme  is  de¬ 
scribed  briefly  in  the  Economic  Survey  of  Latin 
America,  1964  (United  Nations  publication,  Sales 
No.:  66.II.G.1),  pp.  258  et  seq. 


total  world  copper  production  has  continued 
to  shrink  and  reached  its  lowest  ebb  in  1970. 
On  the  other  hand,  a  much  larger  proportion 
of  Chilean  copper  is  refined  locally.  In  1967 
the  State  acquired  a  share  in  the  large  pro¬ 
ducing  companies  and  took  steps  to  ensure  its 
increasing  participation  in  the  marketing  of 
copper  abroad.9  Mexico’s  copper  output  re¬ 
mained  at  the  same  level,  while  its  exports 
declined  owing  to  heavier  local  consumption. 
In  Chile  and  Peru  exports  followed  the  same 
trend  as  production  (see  table  21). 

Bolivia  is  virtually  the  only  tin  producer  and 
exporter  in  Latin  America.  World  production, 
which  averaged  171,000  long  tons  in  the  period 
1951-1953,  dropped  to  118,000  tons  in  1958- 
1959  owing  to  the  decline  in  world  consump¬ 
tion,  the  severe  slump  in  tin  prices  and  the 
restrictions  on  production  and  exports  imposed 
by  the  International  Tin  Council.  In  1960  a 
slow  process  of  recovery  began  in  several  coun¬ 
tries,  but  Bolivia’s  production  in  1961-1963 
was  barely  two  thirds  of  that  recorded  in  1951- 
1953,  and  in  1968-1970  it  had  still  not  re- 


9  The  large  copper  companies  were  nationalized  in 
July  1971. 


Table  21 

COPPER:  LATIN  AMERICAN  AND  TOTAL  WORLD  PRODUCTION  AND  EXPORTS 


Country 

1951-1953 

1961-1963 

1968-1970 

1969 

1970 

Percentage 

increase 

between 

1951-1953 

and 

1968-1970 

A.  Mining  production a 

Chile . 

384 

578 

675 

688 

678 

76 

Mexico  . 

62 

51 

63 

66 

61 

1 

Peru  . 

33 

181 

204 

199 

212 

525 

Total 

479 

810 

942 

953 

951 

96 

World  total 

2,721 

4,373 

5,816 

5,861 

6,218 

114 

Percentage  of  world  total: 

Chile . 

14.1 

13.2 

11.6 

11.7 

10.9 

Mexico  . 

2.3 

1.2 

1.1 

1.1 

1.0 

Peru  . 

1.2 

4.1 

3.5 

3.4 

3.4 

Total 

17.6 

18.6 

16.2 

16.2 

15.3 

B.  Exports b 

Chile . 

343 

563 

662 

663 

684 

Mexico  . 

49 

27 

7 

7 

5 

Peru  . 

33 

178 

207 

200 

216 

Sources:  Production:  Yearbook  of  the  American 
Bureau  of  Metal  Statistics,  New  York,  1970;  ex¬ 
ports:  official  foreign  trade  statistics. 


a  Thousands  of  short  tons. 
b  Thousands  of  metric  tons. 
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gained  the  levels  reached  at  the  beginning  of 
the  1950s,  although  world  output  had  already 
surpassed  them.  This  was  partly  due  to  the 
depletion  of  the  more  accessible  mines,  the 
low  grade  of  the  ore  and  other  factors  con¬ 
nected  with  production  efficiency.  Since  Bolivia 
has  no  refineries,  its  exports  are  all  in  the  form 
of  ore  concentrates  (see  table  22). 10 

A  number  of  Latin  American  countries  pro¬ 
duce  lead  and  zinc  ore,  but  the  main  producers 
are  Mexico  and  Peru,  which  account  for 
virtually  all  the  exports  from  the  region.  In 
Mexico,  lead  production  declined  in  absolute 
terms,  while  zinc  output  rose  very  slowly;  thus 
Mexico’s  share  of  world  production  of  both 
these  metals  contracted  noticeably.  In  contrast, 
Peru’s  lead  and  zinc  production  grew  more 
rapidly  than  the  average  world  rate,  so  that 
its  relative  position  improved.  Latin  America 
as  a  whole,  however,  lost  ground  in  the  pro¬ 
duction  of  both  these  metals  between  the 
periods  1951-1953  and  1968-1970  (see  tables 
23  and  24). 

(j)  Petroleum 

World  production  of  crude  petroleum  regis¬ 
tered  one  of  the  highest  growth  rates  of  all 

10  The  Oruro  foundry  only  entered  into  full  oper¬ 
ation  in  1971,  with  an  annual  capacity  of  7,500  tons 
(first  stage). 


the  primary  products,  which  partly  reflects  the 
dynamic  nature  of  demand  for  this  commodity 
and  the  discovery  and  development  of  new  pro¬ 
ducing  areas.  Latin  America  displayed  two 
different  trends:  a  growth  rate  well  below  that 
of  world  production  in  the  traditional  exporter 
countries  (Venezuela,  Mexico,  Colombia  and 
Peru),  contrasting  with  a  high  rate  in  countries 
where  the  production  level  was  very  low  in 
1951-1953  (Argentina,  Brazil,  Bolivia  and 
Chile).  In  Argentina,  Brazil  and  Chile  the 
production  increase  was  used  mainly  or  entirely 
to  cover  the  growing  domestic  consumption. 

Venezuela’s  output  rose  by  104  per  cent 
between  1951-1953  and  1968-1970  compared 
with  the  233  per  cent  increase  in  world  pro¬ 
duction  (see  table  25).  This  slower  growth 
seems  to  have  been  due,  inter  alia,  to  the 
decline  in  the  real  prices  of  petroleum  since 
I960,11  the  changes  in  the  United  States  system 
of  import  quotas  since  1959,  and  the  policies 
of  the  oil  companies  which  operate  in  Vene¬ 
zuela  as  subsidiaries  of  corporations  which  also 
have  subsidiaries  in  other  producing  areas.  The 
Venezuelan  Government’s  action  seems  to  have 


ii  The  quotations  for  petroleum  at  the  well-head 
published  by  producing  companies  in  Venezuela  re¬ 
mained  unchanged  between  1960  and  1970,  but  they 
were  always  subject  to  variable  discounts  according 
to  market  conditions. 


Table  22 

TIN:  PRODUCTION  AND  EXPORTS  OF  ORE  CONCENTRATES 
( Thousands  of  long  tons ) 


Country 

1951-1953 

1961-1963 

1968-1970 

1969 

1970 

Percentage 

increase 

between 

1951-1953 

and 

1968-1970 

A.  Production 

Bolivia  . 

33.3 

21.6 

29.6 

29.6 

30.1 

-11 

Indonesia  . 

33.4 

16.3 

17.3 

16.3 

19.1 

-48 

Malaysia  . 

57.0 

58.2 

73.7 

72.2 

73.8 

29 

Nigeria  . 

8.3 

8.2 

8.7 

8.6 

8.0 

5 

Republic  of  the  Congo  .... 

12.3 

7.0 

6.5 

6.5 

6.4 

—  47 

Thailand . 

9.7 

14.5 

22.1 

20.8 

21.8 

128 

World  total 

171.2 

139.8 

181.5 

176.7 

185.7 

6 

Percentage  of  world  total: 

Bolivia  . 

19 

15 

16 

17 

16 

B.  Exports 

Bolivia  . 

33.3 

20.1 

28.7 

29.4 

27.8 

Sources:  International  Tin  Council,  Statistical  Yearbook  1968\  Statistical  Bulletin,  September  1971 
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Table  23 


LEAD:  LATIN  AMERICAN  PRODUCTION  AND  EXPORTS 


Country 

1951-1953 

1961-1963 

1968-1970 

1969 

1970 

Percentage 

increase 

between 

1951-1953 

and 

1968-1970 

Argentina  . 

A. 

21.9 

Mining  production a 

23.4  36.6 

38.5 

41.9 

67 

Bolivia  . 

30.5 

21.7 

26.9 

27.8 

28.4 

-12 

Guatemala  . 

5.2 

4.9 

0.9 

0.8 

1.1 

-83 

Mexico  . 

257.8 

207.5 

191.7 

188.4 

194.7 

-26 

Peru  . 

107.5 

151.3 

168.9 

170.1 

170.9 

57 

Brazil  . 

10.7 

21.6 

24.4 

20.0 

Honduras . 

7.5 

16.6 

15.3 

20.0 

Total 

423.1 

433.8 

463.3 

465.3 

477.0 

10 

World  total 

2,656.4 

2,682.6 

3,527.3 

3,572.8 

3,746.2 

33 

Percentage  of  world  total: 
Mexico  . 

9.7 

7.7 

5.4 

5.2 

5.1 

Peru  . 

4.0 

5.6 

4.8 

4.7 

4.5 

Latin  America 

15.9 

16.2 

13.1 

13.0 

12.7 

Bolivia  . 

28.1 

B.  Exports b 
19.6 

23.8 

25.0 

26.0 

-15 

Mexico  . 

206.9 

148.7 

94.3 

87.2 

94.0 

-54 

Peru  . 

92.6 

135.9 

156.3 

156.2 

159.0 

69 

Sources:  Production:  Yearbook  of  the  American 
Bureau  of  Metal  Statistics,  1970 ;  exports:  official 
foreign  trade  statistics. 


a  Thousands  of  short  tons. 
b  Thousands  of  metric  tons. 


been  directed  towards  obtaining  a  larger  share 
of  the  profits  derived  from  the  oil  companies’ 
operations  in  Venezuela  rather  than  towards 
boosting  production,  which  might  have  resulted 
in  stronger  downward  pressure  on  real  petrol¬ 
eum  prices.  A  significant  measure  adopted  as 
part  of  this  policy  was  the  suspension  of  all 
new  oil  concessions  for  a  considerable  number 
of  years:  this  also  affected  the  annual  growth 
rate  of  Venezuela’s  production. 

2.  The  principal  external  markets 

From  the  annual  averages  for  1961-1965 
and  1966-1969,  it  can  be  seen  that  there  are 
only  small  variations  in  the  importance  of  the 
different  external  markets,  particularly  those 
for  primary  products,  which  accounted  for 
93  per  cent  of  the  region’s  total  exports  in  the 
last  five-year  period  (see  table  26).  The  United 
States  continues  to  be  the  most  important 
market  for  this  group  of  products,  although  its 
share  fell  from  34.1  per  cent  in  1961-1965  to 


32.1  per  cent  in  1966-1969.  However,  part  of 
the  increase  in  exports  to  Canada  (especially 
the  increase  in  exports  of  crude  petroleum) 
may  well  be  destined  ultimately  for  the  United 
States  market,  in  which  case  the  decrease  would 
be  less.  In  any  event,  the  United  States  market 
maintains  its  leading  position  in  both  absolute 
and  relative  figures  as  an  importer  of  Latin 
American  primary  products.  In  the  manufac¬ 
turing  sector12  exports  to  the  United  States 
also  account  for  a  high  relative  share  (38  per 
cent  on  average  for  1961-1966),  which  de¬ 
cked  t0  31,1  per  cent  in  the  Period  1966- 
1968  not  because  of  a  decline  in  the  value  of 
exports  to  that  market,  but  because  of  a  more 
lapid  increase  in  sales  to  other  areas. 

Although  exports  of  manufactured  goods  are 
still  at  a  relatively  insignificant  level,  in  abso¬ 
lute  terms,  they  represent  the  most  dynamic 

12  Non-ferrous  metals  are  included  under  manufac¬ 
tures  in  the  definition  of  the  latter  term  used  in  this 
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Table  24 


ZINC:  LATIN  AMERICAN  PRODUCTION  AND  EXPORTS 


Country 

1951-1953 

1961-1963 

1968-1970 

1969 

1970 

Percentage 

increase 

between 

1951-1953 

and 

1968-1970 

A.  Mining  production a 

Argentina  . 

17.3 

33.8 

35.6 

34.9 

43.0 

106 

Bolivia  . 

33.1 

5.0 

31.2 

29.2 

51.3 

—  6 

Guatemala  . 

7.7 

3.6 

Mexico  . 

233.0 

279.0 

279.2 

279.3 

293.7 

20 

Peru  . 

134.2 

195.6 

328.0 

331.0 

337.3 

144 

Total 

425.3 

517.1 

674.0 

674.4 

725.3 

59 

World  total 

2,656.4 

3,769.8 

5,325.2 

5,412.6 

5,474.7 

100 

Percentage  of  world  total: 

Mexico  . 

8.8 

1A 

5.2 

5.2 

5.4 

Peru  . 

5.1 

5.2 

6.2 

6.1 

6.2 

Latin  America 

16.0 

13.7 

12.7 

12.5 

13.2 

B.  Exports b 

Bolivia  . 

30.0 

4.5 

28.3 

26.5 

46.7 

Mexico  . 

355.9 

388.0 

312.6 

313.6 

326.5 

Peru  . 

103.3 

191.6 

315.5 

310.8 

332.0 

Sources:  Production:  Yearbook  of  the  American  a  Thousands  of  short  tons. 

Bureau  of  Metal  Statistics,  1970;  exports:  official  b  Thousands  of  metric  tons, 

foreign  trade  statistics. 


Table  25 

CRUDE  PETROLEUM:  LATIN  AMERICAN  AND  TOTAL  WORLD  PRODUCTION 

(Millions  of  tons ) 


Country 

Argentina  . 

Bolivia . 

Brazil  . 

Chile  . 

Colombia  . 

Ecuador  . 

Mexico . 

Peru  . 

Total 

Venezuela  . 

Total  Latin  America 
World  total 
Percentage  of  world 
total: 

Venezuela  . 

Other  Latin 
American 
countries  .... 
Latin  America 


1951-1953 

3.7 

0.1 

0.1 

0.1 

5.4 

0.4 

10.9 

2.1 

22.9 

93.2 

116.1 

624.8 


14.9 

3.7 

18.6 


1961-1963 

13.0 

0.4 

4.5 

1.5 

7.5 
0.3 

15.9 

2.8 

45.9 

163.1 
209.0 

1,215.1 


13.4 

3.8 

17.2 


1968-1970 

18.5 

1.6 

8.1 

1.7 

10.3 

0.2 

21.1 

3.4 

65.0 

190.3 

255.3 
2,081.1 


9.1 

3.1 

12.2 


1969 

18.1 

1.9 

8.4 
1.7 

10.9 

0.2 

21.1 

3.5 
65.8 

187.9 

253.7 

2,072.2 


9.1 

3.2 
12.2 


1970 

19.9 

1.1 

8.2 

1.7 

11.3 

0.2 

22.0 

3.1 

67.4 

193.9 

261.3 

2,247.0 


8.6 

3.0 

11.6 


Sources:  United  Nations,  Statistical  Yearbook  1970;  Monthly  Bulletin  of  Statis¬ 
tics,  November  1971. 
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sector  of  world  trade,  and  hence  they  largely 
determine  what  possibility  there  is  of  the  Latin 
American  countries  being  able  to  overcome,  in 
the  medium  and  long  term,  the  lack  of  outlets 
which  affects  their  export  sector.  Since  such 
a  large  proportion  of  the  region’s  exports  of 
manufactures  goes  to  the  United  States  market, 
the  customs  surcharge  of  10  per  cent  imposed 
by  that  country  on  imports  in  August  1971 
and  cancelled  in  December  had  a  particularly 
strong  effect  on  Latin  America. 

The  growth  rate  of  Latin  American  exports 
to  the  European  Economic  Community  was 
similar  to  that  of  exports  as  a  whole,  accounting 
for  20  per  cent  of  total  exports  in  both  1961- 
1965  and  1966-1969.  The  bulk  of  Latin 
American  exports  to  the  EEC  consists  of 
primary  products,  although  the  share  of  fuels 
declined  markedly  between  1961-1965  and 
1966-1969,  owing  to  the  rapid  upswing  in 
petroleum  output  in  North  Africa,  which  is 
preferred  by  the  EEC  countries. 

Exports  of  manufactures  to  the  EEC  are 
very  small  but  growing.  In  the  period  1961- 
1965,  8  per  cent  of  Latin  American  exports  of 
manufactures  were  destined  for  the  Common 
Market;  this  proportion  rose  to  10  per  cent  in 
1966-1969.  As  the  EEC  was  the  first  trading 
area  to  put  into  effect  the  system  of  general 
preferences  in  favour  of  exports  of  manufac¬ 
tures  from  developing  countries,  there  seemed 
to  be  grounds  for  expecting  that  Latin  Amer¬ 
ica  would  considerably  increase  its  exports  to 
this  market,  but  the  quotas  for  a  number  of 
products  or  for  certain  suppliers  in  developing 
countries  were  filled  in  the  first  two  months  of 
application  of  the  system,  which  would  appear 
to  indicate  that  the  quotas  are  very  small,  at 
any  rate  for  the  products  in  question. 

Exports  to  the  European  Free  Trade  Asso¬ 
ciation  (EFTA),  most  of  which  go  to  the 
United  Kingdom,  grew  very  slowly:  indeed, 
their  share  in  the  region’s  total  exports  fell 
from  10.5  per  cent  in  1961-1965  to  9.3  per 
cent  in  1966-1969.  Primary  products  account 
for  nearly  all  such  exports  and,  as  in  the  case 
of  the  EEC,  the  share  of  fuels  fell  considerably 
in  the  second  five-year  period.  Exports  of 
manufactures  to  EFTA  were  almost  insignifi¬ 
cant,  although  they  did  increase  between  the 
two  periods  in  question.  Some  of  the  EFTA 
countries  (United  Kingdom,  Denmark,  Norway 
and  Sweden)  have  announced  that  they  will 
introduce  their  own  systems  of  general  prefer¬ 
ences  as  from  1972. 


The  entry  of  the  United  Kingdom,  and 
possibly  of  other  member  countries  of  EFTA, 
into  the  European  Economic  Community  creates 
a  new  situation  for  Latin  American  exports  to 
those  two  areas  and  will  probably  have  restric¬ 
tive  effects  due,  on  the  one  hand,  to  the  adop¬ 
tion  of  the  EEC  common  agricultural  policy, 
with  its  complex  regulations  and  strong  pro¬ 
tectionist  slant,  by  the  new  members,  and,  on 
the  other,  to  the  considerable  increase  in 
coverage  thus  created  for  preferential  arrange¬ 
ments  that  discriminate  against  Latin  America. 

Among  the  developed  countries,  Japan  was 
the  fastest  growing  market  for  Latin  American 
exports  in  the  past  decade.  In  1969,  exports  to 
Japan  exceeded  those  to  the  United  Kingdom, 
a  really  remarkable  achievement  when  it  is 
considered  that  in  1960  their  value  was  less 
than  half  that  of  the  latter.  Although  this 
increase  meant  that  the  proportion  of  exports 
of  Latin  American  products  purchased  by 
Japan  went  up  (from  4.2  per  cent  in  1961- 
1965  to  5.1  per  cent  in  1966-1969),  it  was 
not  enough  to  improve  the  Latin  American 
share  in  total  Japanese  imports,  which  has 
declined  in  recent  years,  just  as  it  has  in  the 
case  of  all  the  other  developed  countries. 
Japan’s  application  of  the  system  of  general 
preferences,  which  has  been  in  force  since 
last  August,  could  serve  to  stimulate  Latin 
American  exports  to  that  market,  however, 
particularly  exports  of  manufactures,  which 
are  negligible  at  the  present  time. 

Latin  American  exports  to  the  socialist 
countries  of  Eastern  Europe  (including  the 
Soviet  Union)  accounted  for  5.5  per  cent  of 
total  exports  during  1961-1965  and  remained 
at  that  level  during  the  period  1966-1969. 
No  less  than  60  percent  of  these  exports  were 
accounted  for  by  Cuba,  while  most  of  the 
rest  came  from  Argentina  and  Brazil  and,  to 
a  lesser  extent,  Colombia  and  Peru.  In  actual 
fact,  only  Cuban  exports  have  a  relatively 
stable  market  in  the  socialist  bloc;  exports 
from  the  other  Latin  American  countries  were 
characterized  by  sharp  fluctuations  from  year 
to  year. 

Intra-regional  exports  grew  more  rapidly 
than  total  Latin  American  exports,  from  9.2 
per  cent  in  1961-1965  to  11  per  cent  in  1966- 
1969.  Although  primary  products  accounted 
for  most  of  this  increase  in  reciprocal  trade, 
exports  of  manufactures  are  growing  in  im¬ 
portance.  Thus,  manufactures  accounted  for 
18  per  cent  of  intra-regional  exports  in  the 
period  1961-1965,  and  29  per  cent  in  1966- 
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1969.  If  the  total  value  of  exports  of  manu¬ 
factures  is  considered,  the  importance  of  the 
intra-regional  market  is  even  greater,  since  on 


C.  PROBLEMS  OF  ACCESS 
1.  Problems  of  access 

The  foregoing  analysis  has  brought  out  the 
growing  deterioration  in  Latin  America’s  posi¬ 
tion  in  world  trade.  Although  it  is  true  that 
some  countries  (the  major  exporters  of  non- 
ferrous  metals,  some  small  countries  and  Bra¬ 
zil)  have  achieved  notable  increases  in  the 
value  of  their  exports  in  recent  years,  their  case 
is  no  different  from  that  of  other  countries 
which,  at  different  periods  in  the  past,  have 
experienced  a  boom  in  the  prices  of  a  major 
export  product  on  the  international  market. 
These  periods  of  high  international  prices  and 
increased  export  income  are  usually  followed 
by  periods  of  depression  which  sometimes  last 
even  longer.  In  the  long  term,  therefore,  suc¬ 
cessive  periods  of  boom  and  depression  or 
stagnation,  in  addition  to  the  other  factors 
which  affect  world  demand  for  primary  prod¬ 
ucts,  signify  low  rates  of  growth  of  exports  and 
a  climate  of  uncertainty  which  adversely  affects 
the  execution  of  development  plans  or  pro¬ 
grammes. 

Although  there  had  already  been  interna¬ 
tional  discussion  of  commodity  trade  problems 
before  UNCTAD  was  set  up,  systematic  analy¬ 
sis  of  the  nature  of  these  problems  and  their 
possible  solutions  only  began  with  the  Confer¬ 
ence  of  1964.  Since  then  steady  progress  has 
been  made  in  the  theoretical  discussion  of  the 
problems  and  in  working  out  formulas  for  solv¬ 
ing  them,  but  most  of  these  conceptual  ad¬ 
vances  have  not  found  concrete  expression  in 
political  decisions  by  Governments  designed  to 
put  the  solutions  into  effect.  There  is  perhaps 
no  other  field  in  which  there  is  so  wide  a  gap 
between  theoretical  principles  and  practical 
action  as  in  international  commodity  trade. 
Since  the  first  round  of  tariff  negotiations  in 
GATT,  and  in  all  subsequent  rounds,  agricul¬ 
tural  products  have  been  excluded  from  the 
programme  of  trade  liberalization  initiated  in 
these  negotiations.  This  exclusion  was  of  less 
relative  importance  to  the  developed  countries, 
as  their  exports  of  primary  products  represent 
only  a  small  proportion  of  their  total  exports. 
For  the  developing  countries,  however,  the 
exclusion  of  agricultural  products  and  primary 


this  basis  it  absorbed  38  per  cent  of  such 
exports  in  1961-1965  and  47  per  cent  in 
1966-1969. 


AND  PRICE  INSTABILITY 

products  in  general  meant  that  all  hope  was 
denied  them  of  achieving  growth  in  such  ex¬ 
ports  comparable  with  that  of  manufactures, 
a  field  in  which  the  great  majority  of  the  coun¬ 
tries  of  the  region  had  no  capacity  to  compete. 

Considerable  progress  had  been  made  in  the 
liberalization  of  trade  in  manufactures  by  the 
beginning  of  the  1960s,  not  only  through  tariff 
reductions  but  also  through  the  elimination  of 
non-tariff  barriers  (particularly  quantitative  re¬ 
strictions  and  systems  of  licences).  The  entire 
process  of  liberalization  centred  on  mutual  con¬ 
cessions  negotiated  among  the  developed  coun¬ 
tries,  always  excluding  agricultural  products 
and  retaining,  in  addition,  certain  barriers  to 
imports  of  low-cost  manufactures  from  the 
developing  countries.  The  last  round  of  nego¬ 
tiations  in  GATT  (the  Kennedy  Round)  was 
initially  scheduled  to  include  agricultural  prod¬ 
ucts  and  to  consider  the  problems  of  the  de¬ 
veloping  countries,  but  finally  it  was  decided 
to  follow  the  model  of  previous  tariff  negotia¬ 
tions  and  confine  discussion  to  manufactured 
products,  especially  those  which  were  of  most 
interest  to  the  developed  countries.13 

Following  the  Kennedy  Round,  and  in  view 
of  its  failure  to  grant  concessions  in  respect  of 
products  of  major  interest  to  the  developing 
countries,  the  developed  countries  accepted  the 
proposal  formulated  years  before  in  UNCTAD, 
to  establish  a  system  of  general,  non-reciprocal 
and  non-discriminatory  preferences  in  favour  of 

13  “The  product  groups  receiving  the  deepest  tariff 
cuts  were  those  characterized  by  advanced  technology 
or  capital  intensity.  These  products  are  generally  as¬ 
sumed  to  have  higher  price  elasticities  than  primary 
products  and  they  have  a  relatively  low  component 
of  imports  from  developing  countries.  The  existing 
trend  towards  a  more  rapid  increase  in  world  trade 
in  sophisticated  industrial  goods  than  in  primary  prod¬ 
ucts  is  therefore  likely  to  be  strengthened.  Moreover, 
the  expanded  trade  opportunities  in  chemicals  could 
be  expected  to  accelerate  present  tendencies  for  sub¬ 
stitution  of  primary  products  by  synthetics.  It  would 
appear,  therefore,  that  unless  there  are  additional 
measures  in  the  commercial  policy  field  to  correct 
these  tendencies,  the  Kennedy  Round  will  contribute 
to  a  further  decline  in  the  relative  share  of  the  de¬ 
veloping  countries  in  world  trade.”  See  The  Kennedy 
Round:  estimated  effects  on  tariff  barriers  (United 
Nations  publication.  Sales  No.:  E.68.II.D.12),  p.  4. 
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exports  of  manufactures  and  semi-manufac¬ 
tures  from  the  developing  countries.  At  the 
end  of  1970,  agreement  was  reached  in  the 
UNCTAD  Special  Committee  on  Preferences 
regarding  the  establishment  of  such  a  system 
of  preferences  in  accordance  with  the  lists  of 
offers  prepared  by  each  of  the  developed  coun¬ 
tries.  In  addition  to  manufactures  or  semi¬ 
manufactures  proper,  certain  agricultural  prod¬ 
ucts  in  processed  or  semi-processed  form  were 
also  included.  As  these  preferences  are  practi¬ 
cally  the  only  trade  concession  that  the  devel¬ 
oped  countries  have  so  far  been  prepared  to 
grant  the  developing  countries  (and  doubts 
continue  to  exist  as  to  their  real  value  to  most 
of  these  countries),  it  should  be  recalled  that 
the  problems  of  access  and  price  instability  of 
primary  products  continue  to  be  the  Achilles 
heel  of  the  Latin  American  economies  and  so 
long  as  effective  solutions  are  not  found  for 
these  problems  it  will  be  unrealistic  to  expect 
the  export  sector  in  most  of  the  Latin  Ameri¬ 
can  countries  to  be  able  to  assume,  in  the 
immediate  future,  the  dynamic  role  which  it 
ought  to  play  in  their  economic  growth. 

When  the  International  Development  Strat¬ 
egy  was  approved,  the  developed  countries 
reiterated  their  intention  of  adopting  multi¬ 
lateral  or  unilateral  measures  to  help  to  speed 
up  the  growth  of  the  developing  countries.  The 
recommendations  contained  in  the  Strategy  rep¬ 
resent  for  the  most  part  a  minimum  agreement 
on  questions  of  principle,  of  a  very  general 
nature,  and  no  specific  arrangements  or  time 
limits  are  laid  down  for  their  application  or 
implementation.  In  the  field  of  primary  prod¬ 
ucts,  the  policy  measures  recommended  by  the 
Strategy  may  be  summarized  as  follows: 

(a)  No  new  tariff  and  non-tariff  barriers 
will  be  raised  nor  will  the  existing  ones  be  in¬ 
creased  by  the  developed  countries  against  im¬ 
ports  of  primary  products  of  particular  interest 
to  developing  countries  {status  quo  principle); 

(b)  Developed  countries  will  accord  prior¬ 
ity  to  reducing  or  eliminating  duties  and  other 
barriers  to  imports  of  primary  products,  in¬ 
cluding  those  in  processed  or  semi-processed 
form,  of  export  interest  to  developing  countries 
through  international  joint  action  or  unilateral 
action; 

(c)  Developed  countries  will  give  increased 
attention,  within  the  framework  of  bilateral  and 
multilateral  programmes,  to  the  need  to  sup¬ 
plement  the  resources  of  the  developing  coun¬ 
tries  so  that  they  can  carry  out  programmes 


for  the  diversification  of  production  and  ex¬ 
ports; 

( d )  Appropriate  action,  including  the  pro¬ 
vision  of  finance,  will  be  taken  to  execute 
programmes  designed  to  improve  the  position 
of  natural  products  facing  competition  from 
synthetics  and  substitutes; 

( e )  The  machinery  for  consultation  on  sur¬ 
plus  disposal  will  be  widened  and  reinforced 
in  order  to  avoid  or  minimize  possible  adverse 
effects  of  disposals  of  production  surpluses  or 
strategic  reserves  on  trade,  and  to  take  account 
of  the  interests  of  both  surplus  and  deficit 
countries; 

(/)  Efforts  will  be  made  to  reach  agreement, 
before  the  third  session  of  UNCTAD,  on  a  set 
of  general  principles  on  pricing  policy  to  serve 
as  guidelines  for  consultations  and  actions  on 
individual  commodities;  and 

( g )  All  efforts  will  be  made  to  carry  out  the 
programme  of  action  on  commodities  men¬ 
tioned  in  resolution  16  (II)  of  UNCTAD, 
including,  where  appropriate,  the  conclusion 
of  international  agreements  on  those  products. 
Commodities  already  covered  by  international 
agreements  or  arrangements  will  be  kept  under 
review  with  a  view  to  strengthening  the  work¬ 
ing  of  such  agreements  or  arrangements  and 
to  renewing,  where  appropriate,  agreements  or 
arrangements  due  to  expire. 

This  set  of  recommendations  covers  nearly 
all  the  points  regarding  primary  products  that 
are  scheduled  for  consideration  at  the  third 
session  of  UNCTAD.  Wide-ranging  discussions 
have  been  held  on  all  of  them  at  past  sessions 
of  the  Conference  and  its  auxiliary  organs,  and 
resolutions  have  been  approved  which  lay  down 
standards  and  guidelines  for  international  ac¬ 
tion.  Consequently,  rather  than  reiterating  those 
same  recommendations  or  adopting  new  recom¬ 
mendations  virtually  identical  with  them,  the 
fundamental  task  of  the  next  Conference  should 
be  to  prepare  and  discuss  specific  proposals  for 
devising  instruments  for  the  implementation  of 
the  resolutions  and  recommendations  already 
adopted.  In  order  not  to  go  over  the  history  of 
all  these  resolutions  and  recommendations 
again,  it  would  be  as  well  to  take  as  a  basis 
for  discussion  the  most  recent  decisions  adopted 
by  the  permanent  organ  of  UNCTAD — the 
Trade  and  Development  Board — on  each  of 
the  items  relating  to  primary  products,  linking 
each  decision  to  the  objectives  agreed  on  by 
the  developing  countries  at  the  Second  Minis¬ 
terial  Meeting  of  the  Group  of  77  (Lima, 
October  1971). 
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On  the  agenda  of  the  Conference,  the  ques¬ 
tions  of  access  to  markets,  pricing  policy  (in¬ 
cluding  price  stabilization  measures  and 
mechanisms),  and  marketing  and  distribution 
systems  for  primary  commodities  are  all 
grouped  as  a  single  item.  This  is  an  acknow¬ 
ledgement  that  these  different  themes  are  closely 
interlinked  and  interdependent,  and  that  they 
should  be  considered  together,  so  that  the  meas¬ 
ures  adopted  in  any  one  of  those  fields  may  be 
consistent  with  those  adopted  in  the  others. 
The  most  recent  decision  adopted  by  the  Trade 
and  Development  Board  in  this  connexion  is 
resolution  73  (X),  “Commodity  problems  and 
policies:  pricing  policy  and  liberalization  of 
trade”,14  which  some  developing  countries  con¬ 
sidered  satisfactory,  although  others  expressed 
reservations,  either  because  they  considered  it 
to  represent  a  retreat  from  the  principles  and 
objectives  proclaimed  in  the  recommendation 
contained  in  annex  A.II.l  of  the  Final  Act  of 
the  first  session  of  UNCTAD,  or  because  they 
did  not  accept  some  of  the  concepts  expressed 
in  it.  As  far  as  liberalization  of  trade  and  access 
to  markets  are  concerned,  resolution  73  (X) 
reiterates  commitments  already  agreed  upon  in' 
annex  A.II.l,  including  the  status  quo  commit¬ 
ment,  which  states  that  no  new  tariff  or  non¬ 
tariff  barriers  should  be  created  (or  existing 
barriers  increased)  against  imports  of  primary 
products  of  particular  interest  to  developing 
countries.  Paragraph  25  of  the  International 
Development  Strategy  reaffirmed  this  commit¬ 
ment  in  the  same  terms  in  which  it  was  origi¬ 
nally  formulated  in  annex  A.II.l  referred  to 
above,  whereas  resolution  73  (X)  qualified  it 
with  the  phrase  “to  the  fullest  extent  possible”, 
which  did  not  appear  in  any  of  the  previous 
formulations. 

In  “The  Declaration  and  Principles  of  the 
Action  Programme  of  Lima”,  adopted  by  the 
Group  of  77, 15  the  call  for  a  commitment  not 
to  alter  the  status  quo  is  renewed  and  it  is 
added  that  new  tariff  or  non-tariff  barriers,  or 
increases  in  existing  barriers,  should  be  elimi¬ 
nated  if  introduced  since  UNCTAD  II.16 


14  See  UNCTAD,  “Report  of  the  Trade  and  Devel¬ 
opment  Board  on  the  first  part  of  its  tenth  session 
(document  TD/B/327,  Annex  1,  30  September 
1970). 

is  See  Second  Ministerial  Meeting  of  the  Group  of 
77,  “Declaration  and  Principles  of  the  Action  Pro¬ 
gramme  of  Lima”,  document  MM/77/II/11,  9  No¬ 
vember  1971. 

16  In  this  connexion,  it  should  be  pointed  out  that 
the  developing  countries  are  on  the  defensive.  Their 
aim  at  the  second  session  of  the  Conference  in  1968 
was  to  obtain  the  elimination  of  measures  contrary 


The  Group  of  77  also  propose  that  appro¬ 
priate  arrangements  should  be  made  within 
UNCTAD  for  keeping  the  observance  of  this 
principle  under  constant  review.  However,  they 
make  no  suggestions  or  proposals  as  to  how 
this  objective  is  to  be  achieved.  To  ask  the 
developed  countries  to  eliminate  tariff  or  non¬ 
tariff  barriers  applied  in  contravention  of  the 
status  quo  principle  would  mean  that  they 
themselves  must  judge  which  of  the  new  bar¬ 
riers  or  which  of  the  increases  in  existing 
barriers  constitute  a  contravention  of  the 
status  quo. 

This  manner  of  setting  about  the  elimina¬ 
tion  of  barriers  appears  unrealistic.  It  might  be 
better  for  the  developing  countries  to  entrust 
a  working  group  or  the  UNCTAD  secretariat 
with  the  preparation  of  a  study  or  report  iden¬ 
tifying  specific  cases  of  the  application  of 
measures  contrary  to  the  status  quo  principle, 
and  then,  on  the  basis  of  that  report,  to  organize 
negotiations  between  the  country  or  countries 
applying  those  measures  and  the  developing 
countries  considered  to  be  affected  by  them. 
It  would  thus  be  possible  to  arrive  at  a  nego¬ 
tiated  settlement  for  the  elimination  of  those 
barriers.  There  is  no  reason  why  the  arrange¬ 
ments  within  UNCTAD  should  be  any  different 
from  those  made  for  keeping  under  review  the 
observance  of  all  the  other  principles  and 
recommendations  approved  by  UNCTAD.  As 
one  of  the  items  on  the  agenda  of  all  meetings 
of  UNCTAD  and  its  permanent  organs  is  pre¬ 
cisely  the  review  of  the  implementation  of 
recommendations,  thought  should  be  given  to 
the  necessary  arrangements  for  making  the 
review  procedure  more  effective.  This  question 
should  undoubtedly  be  discussed  in  the  light 
of  the  mandate  given  to  UNCTAD  to  appraise 
the  progress  made  towards  achieving  the  goals 
and  objectives  of  the  International  Develop¬ 
ment  Strategy. 

In  this  connexion,  mention  should  be  made 
of  the  need  to  establish  machinery  for  the  dis¬ 
cussion  within  the  framework  of  UNCTAD  of 
any  restrictive  measures  that  a  developed  coun¬ 
try  may  propose  to  apply  and  that  would  or 
could  have  particularly  adverse  effects  on  de¬ 
veloping  countries.  The  aim  of  such  discussion 
would  be  to  examine  the  justification  for  new 
restrictions  or  for  an  increase  in  existing  re- 


to  the  status  quo  principle  introduced  after  the  first 
Conference  in  1964;  now  their  aim  is  to  secure  the 
elimination  of  measures  introduced  after  the  second 
Conference  (1968). 
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strictions,  the  conditions  under  which  devel¬ 
oping  countries  could  be  exempted,  or  other 
forms  of  compensation  they  could  receive  if 
exemption  were  not  possible. 

It  cannot  be  said  that  such  machinery  al¬ 
ready  exists  in  GATT,  since  the  latter’s  consul¬ 
tation  machinery  has  only  functioned  a  poste¬ 
riori,  and  in  any  case  most  of  the  developing 
countries  are  not  members  of  GATT.  Lastly, 
it  must  be  recognized  that  the  fulfilment  of  the 
status  quo  commitment  cannot  be  considered 
separately  from  other  measures  such  as  resort¬ 
ing  to  the  safeguard  clauses  based  on  the  con¬ 
cept  of  “disruption  of  the  market”  or  on  pro¬ 
tection  of  the  balance  of  payments  and  the 
external  financial  position,  for  if  situations  of 
market  disruption  (for  one  or  more  products) 
or  balance-of-payments  disequilibrium  are  not 
defined  clearly,  any  new  restriction  or  any  in¬ 
crease  in  existing  restrictions  could  be  justified 
for  one  of  these  reasons,  so  that  the  status  quo 
commitment  would  become  a  dead  letter. 

Another  point  in  resolution  73  (X)  which 
repeats  previous  recommendations  concerns  the 
liberalization  of  trade  in  primary  products 
through  reductions  in  or  elimination  of  customs 
duties  and  other  barriers.  Once  again  the  word¬ 
ing  of  this  recommendation  in  resolution  73 
(X)  is  more  imprecise  than  that  of  part  II. A. 3 
of  annex  A.II.l  of  the  Final  Act  of  the  first 
session  of  UNCTAD.  Paragraph  26  of  the 
International  Development  Strategy  constitutes 
a  more  explicit  commitment  in  this  respect:  it 
states  that  “developed  countries  will  accord 
priority  to  reducing  or  eliminating  duties  and 
other  barriers  to  imports  of  primary  products, 
including  those  in  processed  or  semi-processed 
form,  of  export  interest  to  developing  coun¬ 
tries,  through  international  joint  action  or  uni¬ 
lateral  action”  and  it  calls  for  the  continuance 
and  intensification  of  intergovernmental  con¬ 
sultations  to  achieve  that  end.  This  points  to 
a  way  of  achieving  the  objective  of  liberaliza¬ 
tion:  intergovernmental  consultations.  It  would 
thus  appear  logical  for  the  discussions  on  this 
matter  at  the  third  session  of  UNCTAD  to  be 
concentrated  on  the  preparation  of  a  pro¬ 
gramme  of  consultations  and  negotiations  in 
respect  of  a  selected  list  of  products,  subject  to 
a  timetable  permitting  adequate  organization  of 
the  technical  aspects  of  the  consultations  or 
negotiations.  In  preparing  lists  of  products  it 
would  be  possible  to  group  together  products 
sharing  certain  common  problems.  Three  ma¬ 
jor  groups  may  be  mentioned  by  way  of  ex¬ 
ample: 


(a)  Products  exported  by  developing  countries 
which  compete  with  the  domestic  produc¬ 
tion  of  developed  countries 

Most  of  these  are  temperate-zone  agricul¬ 
tural  products,  and  the  main  problems  facing 
the  developing  countries  here  are  obviously  the 
protective  agricultural  policies  pursued  by  the 
developed  countries.  Consequently,  any  pro¬ 
gress  in  reducing  or  eliminating  existing  tariff 
and  non-tariff  barriers  against  these  products 
can  only  come  from  such  agreements  as  may 
be  reached  regarding  changes  in  the  principles, 
guidelines  and  motivations  of  the  protective 
agricultural  policies  of  the  developed  countries. 
For  the  most  part,  the  latter  have  shown  little 
inclination  to  discuss  their  agricultural  policies 
at  the  international  level,  though  their  attitude 
has  altered  somewhat  as  they  have  become  in¬ 
creasingly  aware  that  such  policies  have  im¬ 
plications  that  go  beyond  the  individual  inter¬ 
ests  of  each  country.  In  their  agricultural 
policy,  the  developed  countries  have  set  them¬ 
selves  certain  targets  (a  certain  level  of  self- 
sufficiency  for  the  country  and  a  certain  level 
of  income  for  the  people  engaged  in  agricul¬ 
ture)  whose  attainment  means  curtailing  im¬ 
ports  by  means  of  quantitative  restrictions,  im¬ 
port  bans,  systems  of  licenses,  discriminatory 
practices,  import  quotas,  customs  duties  and 
compensatory  taxes.  There  are  also  other  fac¬ 
tors  which  help  to  discourage  or  obstruct  ex¬ 
ports  from  the  developing  countries,  especially 
the  subsidies,  refunds,  subsidized  credits,  non¬ 
commercial  transactions  and  other  forms  of 
government  assistance  that  developed  coun¬ 
tries  grant  their  own  agricultural  exports.  The 
disposal  of  surpluses  and  stocks  (which  is 
included  under  non-commercial  transactions) 
is  probably  the  only  one  of  the  above  meas¬ 
ures  on  which  some  agreements  have  been 
reached  (in  particular,  the  “Principles  of  sur¬ 
plus  disposal”  adopted  by  FAO  several  years 
ago),  but  the  operation  and  implementation  of 
these  agreements  is  not  considered  satisfactory 
by  all  the  parties  concerned. 

For  the  past  four  years,  the  Agricultural 
Committee  of  GATT  has  been  discussing  the 
problems  of  trade  liberalization  for  agricul¬ 
tural  products.  For  this  purpose  it  selected 
eight  products  (cereals,  beef  and  other  meats 
and  meat  products,  fruit  and  vegetables,  dairy 
products,  vegetable  oils  and  oilseeds,  tobacco 
and  wine)  whose  importation  into  developed 
countries  is  subject  to  one  or  more  of  the  vari¬ 
ous  types  of  trade  barriers  referred  to  above, 
while  their  exportation  from  developed  coun- 
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tries  is  aided  by  some  kind  of  government 
assistance,  such  as  direct  or  indirect  subsidies 
and/or  refunds  to  the  exporter.  Despite  the 
selective  criteria  adopted,  however,  the  Com¬ 
mittee  has  failed  to  reach  any  kind  of  under¬ 
standing  that  is  acceptable  to  all  the  parties 
concerned.  The  major  stumbling-block  is  still 
the  lack  of  agreement  on  the  principles  and 
orientation  of  the  production  policies  of  the 
developed  countries,  especially  as  regards  ef¬ 
forts  to  set  up  domestic  price-support  systems 
that  have  a  neutral  effect  on  production.  It  is 
therefore  interesting  to  note  the  objectives  that 
the  developing  countries  have  set  themselves 
for  improving  their  access  to  the  markets  of 
developed  countries,  as  laid  down  in  the  Decla¬ 
ration  and  Principles  of  the  Programme  of 
Action  of  Lima: 

Inclusion  of  all  primary  or  processed  agricul¬ 
tural  products  listed  in  chapters  1  to  24  of 
the  Brussels  Tariff  Nomenclature  in  the  gen¬ 
eralized  system  of  preferences  that  the  devel¬ 
oped  countries  undertook  to  introduce  for 
exports  from  developing  countries.  As  yet, 
only  very  few  of  these  products  have  been 
incorporated  into  the  preferential  tariff  sys¬ 
tems  that  have  been  adopted  or  are  being 
set  up,  so  that  the  possibilities  for  develop¬ 
ing  countries  (especially  the  least  developed 
among  them)  to  expand  their  exports  are 
strictly  limited.  It  is  important  to  note  that, 
since  the  benefits  granted  under  the  general¬ 
ized  system  of  preferences  relate  to  reduc¬ 
tions  in  customs  duties,  the  value  of  such 
concessions  is  minimal  wherever  non-tariff 
barriers  (global  or  bilateral  quotas,  license 
systems,  etc. )  still  exist. 

Elimination  of  the  sliding  tariff  scale  under 
which  the  duty  payable  on  primary  products 
increases  with  the  degree  of  processing  in¬ 
volved.  This  tariff  policy  of  the  developed 
countries  tends  to  slow  down  the  develop¬ 
ment  of  industries  for  processing  raw  mate¬ 
rials  in  the  developing  countries  and  thus  to 
prevent  those  countries  from  diversifying 
their  exports  and  earning  the  extra  income 
deriving  from  the  higher  added  value  of 
processed  goods.  Its  elimination  is  therefore 
of  the  highest  priority  since,  so  long  as  tariff 
cuts  on  primary  products  are  not  accom¬ 
panied  by  proportionally  greater  reductions 
in  the  tariffs  on  processed  or  semi-processed 
forms  of  those  products,  the  same  effective 
level  of  protection  that  the  developed  coun¬ 
tries  have  traditionally  maintained  against 
imports  from  developing  countries  will  re¬ 
main:  while  obtaining  greater  facilities  for 


exporting  their  primary  products  the  devel¬ 
oping  countries  will  still  be  discouraged  from 
exporting  the  same  products  in  processed 
form. 

Elimination  of  anti-economic  production  in¬ 
centives  by  developed  countries,  through  re¬ 
duction  of  domestic  price  support  levels  and 
elimination  of  subsidies  for  production  in 
respect  of  all  products  where  the  developed 
countries  are  in  competition  with  developing 
countries.  Agreement  on  this  will  be  a  deci¬ 
sive  factor  in  any  attempt  to  liberalize  trade 
and  open  up  markets,  for  example  by  guar¬ 
anteeing  imports  from  developing  countries 
a  minimal  share  in  the  market  of  each  de¬ 
veloped  country  (bearing  in  mind  the  in¬ 
crease  in  consumption).17  This  proposal  was 
contained  in  the  Charter  of  Algiers  and  has 
since  been  put  forward  again  by  the  Group 
of  77.  Another  possible  course  of  action 
would  be  to  modify  systems  which  impose  a 
fixed  duty  and  a  variable  duty  (the  latter 
being  intended  to  absorb  the  difference  be¬ 
tween  the  cost  of  the  imported  product  and 
the  domestic  price)  and  combine  them  in  a 
single  fixed  duty  representing  a  substantial 
reduction  on  current  levels. 

(b)  Products  which  are  exported  mainly  or 
exclusively  by  developing  countries  and 
are  predominantly  tropical-zone  agricul¬ 
tural  products 

In  the  developed  countries  where  these  prod¬ 
ucts  are  subject  to  customs  duties,  the  aim  of 
this  taxation  is  not  protection  of  local  goods 
but  the  raising  of  revenue.  This  is  sufficient 
reason  for  considering  that  these  duties  could 
therefore  be  eliminated  without  creating  prob¬ 
lems  for  the  economies  of  the  countries  apply¬ 
ing  them.  Although  it  is  fair  to  recall  that  in 
recent  years  some  developed  countries  have 
been  persuaded  to  reduce  certain  excessively 
high  duties,  the  aim  of  eliminating  such  duties 
entirely  is  still  far  from  being  achieved.  The 
Group  of  77  set  as  its  aim  the  complete  elimi¬ 
nation  of  existing  customs  duties,  both  on 
primary  and  processed  products,  and  the  grad¬ 
ual  reduction  to  nothing  of  all  internal  taxes 
and  fiscal  dues  which  a  large  number  of  de¬ 
veloped  countries  also  apply  to  these  products. 
Until  these  aims  can  be  achieved,  the  develop¬ 
ing  countries  have  proposed  that  the  developed 

17  It  might  be  quite  appropriate  to  speak  of  the 
generalization  of  this  principle,  since  it  already  ap¬ 
plies  to  United  States  beef  imports  and  to  the  sugar 
imports  of  certain  European  countries  which  are  sig¬ 
natories  of  the  International  Sugar  Agreement. 
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countries  should  introduce  a  system  for  reim¬ 
bursing  such  taxes  and  dues  to  developing  ex¬ 
porter  countries. 

The  problems  of  trade  in  tropical  commodi¬ 
ties  came  under  considerable  discussion  in 
GATT  in  the  first  few  years  of  the  last  decade, 
but  nothing  very  positive  resulted  from  this. 
After  some  years  of  inactivity,  it  was  agreed  to 
reactivate  the  GATT  Special  Group  on  Tropi¬ 
cal  Commodities  with  a  broad  mandate  to  ex¬ 
amine  the  various  problems  which  affect  trade 
in  these  commodities  and  to  suggest  means  of 
solving  them,  giving  special  attention  to  study¬ 
ing  the  impact  of  excise  and  other  internal 
taxes  imposed  in  developed  importer  countries. 
This  second  phase  in  the  activities  of  the  Spe¬ 
cial  Group,  which  has  already  been  going  on 
for  several  years,  has  proved  to  be  no  more 
successful  than  the  first,  for  the  Special  Group 
has  restricted  itself  to  compiling  information 
and  holding  exploratory  discussions  on  the 
problems  or  to  a  general  survey  of  the  evolu¬ 
tion  and  trends  of  the  markets  for  the  com¬ 
modities  under  consideration. 

Taking  three  products  which  are  important 
Latin  American  export  commodities  (coffee, 
cocoa  and  bananas),  a  brief  analysis  can  be 
made  of  the  type  of  obstacle  which  affects  trade 
in  them.  In  most  of  the  developed  importer 
countries  (including  the  United  States,  which 
is  the  main  market  for  Latin  America),  im¬ 
ports  of  coffee  beans,  cocoa  beans  and  bananas 
are  free  of  customs  duties  and  all  other  types 
of  restrictions.  Imports  of  coffee  and  cocoa  in 
certain  processed  forms  (roasted,  soluble  or 
powdered)  can  also  be  freely  imported  into 
the  United  States.  In  most  European  countries, 
however,  there  are  different  levels  of  customs 
duties  on  coffee  beans,  increasing  progressively 
for  toasted  and  soluble  coffee.  In  the  Euro¬ 
pean  Economic  Community  (especially  France, 
Italy  and  the  Federal  Republic  of  Germany), 
excise  taxes  are  very  high  and  constitute  the 
main  obstacle  rather  than  customs  duties  (at 
present  only  7  per  cent  ad  valorem  as  against 
the  16  per  cent  fixed  initially  as  the  common 
external  tariff).  Customs  duties  on  cocoa  beans 
were  reduced  or  eliminated  in  most  European 
markets  as  part  of  the  concessions  won  in  the 
Kennedy  Round;  the  main  exception  is  the 
European  Common  Market,  where  a  duty  of 
4  per  cent  ad  valorem  is  applied.  Imports  of 
bananas  also  have  free  access  to  several  Euro¬ 
pean  markets,  with  the  important  exception  of 
the  European  Economic  Community,  where 
they  pay  customs  duty  of  20  per  cent  ad 


valorem,  except  for  a  duty-free  quota  estab¬ 
lished  by  the  Federal  Republic  of  Germany. 

Access  problems  for  the  tropical  commodi¬ 
ties  which  are  most  important  to  the  Latin 
American  countries  are  mainly  encountered  on 
the  European  markets,  where  internal  taxes 
are  also  imposed  on  these  commodities  in  their 
processed  or  semi-processed  forms.  The  coun¬ 
tries  which  levy  high  excise  taxes  have  not 
shown  themselves  inclined  to  make  any  large- 
scale  reduction  in  them,  on  the  grounds  that 
any  such  reduction  would  not  help  to  increase 
imports  but  would  mean  a  loss  of  revenue  to 
the  Treasury. 

Another  problem  which  was  placed  before 
the  Special  Group  on  Tropical  Products  but 
on  which  no  agreement  has  been  reached  is 
that  of  the  discriminatory  treatment  of  some 
commodities  on  the  part  of  the  European  Eco¬ 
nomic  Community.  This  is  a  matter  which  has 
been  provoking  friction  among  the  developing 
countries,  although  it  is  difficult  to  evaluate, 
especially  in  some  cases,  the  actual  advantages 
gained  by  some  countries  and  the  actual  preju¬ 
dice  suffered  by  others.  In  any  case,  neither 
the  International  Development  Strategy  nor 
the  “Declaration  and  Principles  of  the  Action 
Programme  of  Lima”  contains  any  pronounce¬ 
ments  or  recommendations  on  the  problems  of 
special  preferences  or  the  system  of  discrimi¬ 
natory  trade  agreements  which  the  EEC  has 
negotiated  with  an  ever-increasing  number  of 
developing  countries.18 

(c)  Natural  products  whose  world  consump¬ 
tion  is  not  increasing  and  in  many  cases  is 
even  decreasing  owing  to  competition  from 
synthetics  and  substitutes 

Among  the  products  in  this  group  are  cot¬ 
ton,  rubber,  hard  fibres,  lac  and  mica,  which 
were  selected  by  the  UNCTAD  Permanent 
Group  on  Synthetics  and  Substitutes  for  re¬ 
search  into  the  precise  nature  of  the  problems 
encountered,  with  a  view  to  identifying  meas¬ 
ures  which  might  help  to  improve  their  com¬ 
petitive  situation  vis-a-vis  substitutes.  To  this 
fist  could  be  added  cowhides,  some  metals  and 
(for  certain  applications)  wool.  For  most  of 


18  For  many  years  the  Latin  American  countries 
have  maintained  a  clear  attitude  of  opposition  to 
trade  discrimination  between  developing  countries 
In  recent  months,  the  United  States  too  has  ex¬ 
pressed  opposition  to  the  preferential  special  agree¬ 
ments  of  the  EEC.  It  should  be  remembered  that  this 
policy  of  trade  discrimination  will  be  aggravated  in 
1973,  when  the  United  Kingdom  and  other  European 
countries  enter  the  EEC. 
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the  commodities  mentioned,  the  problem  of  the 
competition  from  synthetics  is  not  mainly  or 
exclusively  determined  by  the  existence  of  tar¬ 
iff  barriers,  although  these  usually  accentuate 
any  price  disadvantage  between  the  natural 
product  and  the  synthetic  substitute.  Without, 
therefore,  belittling  the  contribution  which  the 
reduction  or  elimination  of  customs  duties 
could  make  to  improving  the  competitive  situa¬ 
tion  of  natural  products,  the  emphasis  has  been 
on  domestic  and  international  measures  which 
could  assist  in  increasing  productivity  and  de¬ 
veloping  new  uses  for  natural  products.  This 
is  the  position  taken  by  the  developing  coun¬ 
tries  with  regard  to  the  products  in  this  group, 
particular  emphasis  being  placed  on  the  role  of 
international  co-operation — especially  by  the 
developed  countries — in  carrying  out  research 
programmes  on  productivity  and  new  uses.  In¬ 
ternational  financial  aid  and  technical  assist¬ 
ance  are  of  decisive  importance  here,  in  view 
of  the  tremendous  disparity  between  the  mas¬ 
sive  financial  resources  and  technical  know¬ 
how  which  can  be  mobilized  by  the  big  indus¬ 
trial  enterprises  that  manufacture  synthetic 
products  and  substitutes  and  the  slender  re¬ 
sources  which  the  developing  countries  can  in¬ 
vest  for  this  purpose.  This  international  co¬ 
operation  effort  could  be  channelled  through 
study  groups,  international  secretariats  or  simi¬ 
lar  agencies  (like  those  already  in  existence  for 
cotton  and  wool),  which  could  undertake  the 
execution  of  research  programmes  and  the  pro¬ 
motion  of  new  uses  for  the  particular  products 
in  which  they  specialize.  In  keeping  with  a  de¬ 
cision  taken  recently  by  the  World  Bank  with 
a  view  to  providing  more  support  for  agricul¬ 
tural  research  programmes  in  the  developing 
countries,  consideration  could  be  given  to  the 
preparation  of  specific  projects,  which  could 
receive  financial  support  from  the  Bank,  for 
solving  the  problems  of  natural  products  af¬ 
fected  by  competition  from  synthetics. 

2.  Price  instability 

During  the  1950s  there  was  intensive  inter¬ 
national  discussion  of  the  problems  connected 
with  the  price  levels  of  basic  commodities  ex¬ 
ported  by  the  developing  countries,  both  from 
the  point  of  view  of  long-term  trends  and  from 
that  of  the  size  and  frequency  of  short-term 
fluctuations.  Discussion  centred  particularly  on 
the  effects  of  price  instability  on  the  earnings 
of  the  developing  countries  and  much  consid¬ 
eration  was  given  to  formulas  or  mechanisms 
for  mitigating  the  harmful  effects  of  such  in¬ 
stability. 


As  from  1963,  the  International  Monetary 
Fund  introduced  a  system  of  compensatory 
credits  to  assist  countries  affected  by  a  de¬ 
crease  in  export  earnings.  This  system,  some 
aspects  of  which  were  revised  in  1966,  offers 
a  temporary  solution  to  the  financial  difficulties 
which  a  developing  country  may  have  to  face, 
but  equally  tends  to  aggravate  the  problems  of 
external  indebtedness,  particularly  in  the  short 
or  medium  term. 

The  persistence  of  the  developing  countries 
in  seeking  solutions  to  the  problem  of  the 
instability  of  commodity  prices  and  their  rela¬ 
tive  deterioration  over  the  long  term  in  com¬ 
parison  with  prices  of  industrial  products 
achieved  a  small  gain  in  recent  years,  when 
the  International  Monetary  Fund  took  a  deci¬ 
sion  on  the  conditions  for  granting  credits  to 
member  countries  wishing  to  share  in  financing 
buffer  stocks  (stabilizing  stocks).  Again,  how¬ 
ever,  this  solution  tends  to  increase  the  exter¬ 
nal  indebtedness  without  any  real  attempt  being 
made  to  define  the  instruments  of  a  policy 
which  will  guarantee  remunerative  and  stable 
price  levels  for  countries  which  depend  mainly 
on  the  export  of  basic  commodities. 

The  International  Development  Strategy 
states  that  “efforts  will  be  made  to  reach  agree¬ 
ment,  before  the  third  session  of  UNCTAD, 
on  a  set  of  general  principles  on  pricing  policy 
to  serve  as  guidelines  for  consultations  and 
action  on  individual  commodities.  As  one  of 
the  priority  aims  of  pricing  policy,  particular 
attention  will  be  paid  to  securing  stable,  re¬ 
munerative  and  equitable  prices  with  a  view 
to  increasing  the  foreign  exchange  earnings 
from  exports  of  primary  products  from  the 
developing  countries”.  It  is  significant  that  use 
should  be  made  of  the  concepts  of  pricing 
policy  and  guaranteed  prices,  since  this  indi¬ 
cates  a  requirement  for  international  machinery 
or  arrangements  capable  of  carrying  out  func¬ 
tions  within  the  world  market  similar  to  those 
carried  out  in  the  markets  of  the  developed 
countries  by  policies  to  support  or  guarantee 
domestic  prices.  This  agreement  on  a  set  of 
general  principles  is  reflected  in  part  A  of 
resolution  73  (X)  of  the  Trade  and  Develop¬ 
ment  Board,  where  mention  is  made  of  “pricing 
policy”,  but  without  any  reference  to  fixing  or 
guaranteeing  prices.  Actually,  this  set  of  gen¬ 
eral  principles  is  worded  in  such  a  way  that 
it  reflects  both  the  interest  of  the  developing 
countries  in  price  levels  which  will  help  to  im¬ 
prove  the  rate  of  growth  of  their  export  earn¬ 
ings,  and  the  concern  of  the  developed  coun- 
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tries  that  this  policy  should  not  lead  to  increased 
import  costs  for  them  and  should  take  account 
of  the  effect  of  prices  on  demand:  prices  should 
not  be  such  as  to  encourage  oversupply,  nor 
stimulate  the  use  of  substitute  products. 

At  all  events,  it  appears  essential  that 
UNCTAD  III  should  formulate  explicitly  in 
the  course  of  its  discussions  the  procedures, 
arrangements  or  mechanisms  through  which  an 
attempt  will  be  made  to  achieve  the  aims  indi¬ 
cated  in  the  pricing  policy  of  resolution  73  (X) . 
Two  of  these  aims  are  particularly  relevant, 
namely,  those  stating  that  “efforts  towards  the 
elimination  of  excessive  short-term  fluctuations 
should  be  actively  pursued”  and  that  “where 
the  prices  of  commodities  of  particular  export 
interest  to  developing  countries  stand  at  a  level 
which  is  not  considered  remunerative  to  pro¬ 
ducers,  appropriate  efforts  should  be  made  at 
an  international  level  to  improve  prices”.19  The 
elimination  of  the  high  degree  of  instability 
generally  found  in  the  prices  of  basic  com¬ 
modities  on  the  international  market  and  the 
maintenance  (or  re-establishment,  if  necessary) 
of  prices  which  are  remunerative  to  producers 
implies  the  adoption  of  a  set  of  national  and 
international  measures  and  the  establishment 
of  the  necessary  institutional  machinery  for 
centralizing  the  decision-making  process  and 
supervising  its  execution.  In  general  terms,  the 
implementation  of  a  pricing  policy  for  basic 
commodities  would  have  to  be  based  on  the 
negotiation  of  some  type  of  international  ar¬ 
rangements  or  agreements  for  individual  prod¬ 
ucts  or  groups  of  products. 

19  Report  of  the  Trade  and  Development  Board 
on  the  first  part  of  its  tenth  session,  TD/B/327, 
annex  I. 


The  Declaration  of  Lima  reiterates  once 
again  the  traditional  position  of  the  developing 
countries  with  regard  to  the  role  of  interna¬ 
tional  agreements  on  basic  commodities  as  in¬ 
struments  for  stabilizing  the  international  mar¬ 
ket.  The  experience  of  the  past  in  this  respect 
is  analysed  below,  but  it  is  worth  pointing  out 
here  that  the  developing  countries  have  re¬ 
affirmed  their  intention  of  making  the  most 
strenuous  efforts  to  secure  the  negotiation  of 
agreements  on  commodities,  particularly  those 
enumerated  in  UNCTAD  resolution  16  (II), 
and  have  shown  a  renewed  desire  for  the  for¬ 
mulation  at  the  next  Conference  of  a  general 
set  of  principles  and  guidelines  for  the  imple¬ 
mentation  of  an  international  policy  on  basic 
commodities,  as  well  as  for  the  preparation  of 
a  general  convention  on  commodity  agreements. 
These  objectives  have  been  a  subject  of  discus¬ 
sion  in  UNCTAD  and  its  subsidiary  bodies 
since  their  first  session,  without  getting  any 
further  than  recommendations  of  a  general 
nature:  it  is  therefore  to  be  hoped  that  the 
phase  of  implementing  these  recommendations 
can  now  be  initiated.  This  is  why  the  develop¬ 
ing  countries  have  affirmed  the  need  to  give  the 
Secretary-General  of  UNCTAD  greater  scope 
for  arranging  intergovernmental  consultations 
on  basic  commodities. 

At  the  recent  meeting  of  CECLA  in  Bogota, 
the  Latin  American  countries  reaffirmed  the 
need  for  commodity  prices  to  maintain  a  just 
and  equitable  relation  to  the  prices  of  the  de¬ 
veloping  countries’  manufactured  imports,  and 
the  need  to  ensure  that  commodities  of  special 
export  interest  to  Latin  America  enjoy  suitable 
sales  and  marketing  conditions  in  world 
markets. 


D.  INTERNATIONAL  COMMODITY  AGREEMENTS 


The  general  approval  which  has  been  ex¬ 
pressed  regarding  international  commodity 
agreements  for  more  than  two  decades  and 
the  countless  occasions  on  which  recommen¬ 
dations  have  been  adopted  advocating  an  in¬ 
crease  in  their  number  bear  little  relation  to 
the  meagre  results  actually  achieved  in  this 
field.  Judging  from  experience,  it  may  be  con¬ 
cluded  that  the  number  of  products  on  which 
the  negotiation  of  international  agreements  is 
feasible  in  practice  is  very  small  indeed.  This 
raises  the  question  of  whether  a  real  effort  was 
ever  made  to  initiate  new  rounds  of  negotia¬ 


tions  or  to  conclude  successfully  those  that  had 
originally  been  started.  There  is  perhaps  no 
more  telling  example  than  the  tortuous  and 
still  uncompleted  path  that  negotiations  on  an 
international  cocoa  agreement  have  followed 
since  1958. 

Though  the  actual  number  of  agreements 
negotiated  presents  a  fairly  dismal  picture, 
there  are  other  factors  that  justify  a  certain 
amount  of  optimism  with  regard  to  future 
prospects.  The  operation  of  existing  agree¬ 
ments,  for  example,  has  produced  some  posi¬ 
tive  results  and  has  made  it  possible  steadily 
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to  improve  and  refine  the  techniques  and 
methods  of  achieving  the  objectives  of  each 
agreement.  The  greater  the  detail  and  the  pre¬ 
cision  with  which  the  objectives  of  the  agree¬ 
ments  are  defined,  the  greater  the  possibility 
of  including  in  the  agreements  provisions  re¬ 
lating  to  the  production  policies  of  exporting 
countries,  conditions  of  access  to  the  markets 
of  importing  countries,  formulation  of  a  policy 
designed  to  secure  prices  that  are  remunerative 
for  the  producers  and  equitable  for  the  con¬ 
sumers  (including  the  fixing  of  floor  and  ceil¬ 
ing  prices  to  reduce  short-term  fluctuations), 
regulation  of  the  international  market  in  the 
event  of  a  serious  or  persistent  imbalance  be¬ 
tween  production  and  consumption,  execution 
of  consumption  promotion  programmes,  diver¬ 
sification  of  production  and  exports  and,  finally, 
establishment  of  procedures  and  norms  regard¬ 
ing  marketing  and  distribution  on  external 
markets.  This  list,  which  does  not  pretend  to 
be  exhaustive,  shows  that  international  com¬ 
modity  agreements  can  be  the  appropriate  in¬ 
stitutional  machinery  for  formulating  and  exe¬ 
cuting  an  international  policy  designed  to 
achieve  certain  objectives  that  are  in  the  inter¬ 
est  of  the  international  community  as  a  whole 
and  the  developing  countries  in  particular. 

Recently  there  have  been  signs  that  some 
developed  countries  are  changing  their  attitude 
towards  commodity  agreements.  For  example, 
when  resolution  73  (X)  of  the  Trade  and 
Development  Board  on  pricing  policy  and 
liberalization  of  trade  was  adopted,  the  United 
States  formulated  the  following  reservation: 

“The  United  States  representative  ex¬ 
plained  that  his  delegation  had  associated 
itself  with  the  resolution  so  that  the 
UNCTAD  Committee  on  Commodities  could 
be  relieved  of  the  further  necessity  of  trying 
to  negotiate  policy  guidelines  on  those  two 
subjects  and  could  concentrate  on  new  and 
more  practical  areas  of  activity,  such  as  the 
proposed  diversification  studies  and  surveys 
of  research  and  development  needs.  The 
compromise  text  did  not  precisely  or  fully 
reflect  his  country’s  position,  particularly 
with  regard  to  pricing  policy:  in  that  con¬ 
nexion,  his  Government  did  not  wish  to 
emphasize  international  agreements  directly 
influencing  prices,  but  domestic  policies  that 
promoted  healthy,  stable  and  expanding 
commercial  markets.  Having  gained  consid¬ 
erable  experience  of  the  results  of  domestic 
price  intervention,  the  United  States  Gov¬ 
ernment  was  becoming  increasingly  sceptical 


about  the  merits  of  direct  price  regulation 
as  a  means  of  income  support,  since  that 
policy  too  often  resulted  in  production  for 
storage  rather  than  production  for  con¬ 
sumption.  .  .  .  The  United  States  did  not 
interpret  the  reference  to  international  action, 
“national  action”,  or  “international  arrange¬ 
ments”  (paragraphs  3  ( b ),  (c),  and  ( d )) 
as  implying  encouragement  for  international 
commodity  agreements.  It  believed  that  tech¬ 
nical  and  economic  factors  limited  the  scope 
for  formal  agreements  and  that  consultative 
arrangements  or  other  informal  types  of  in¬ 
ternational  co-operation  were  indicated  in 
most  cases.”20 

This  new  conception  by  the  United  States  of 
the  function  of  commodity  pricing  agreements 
had  already  become  apparent  in  the  course  of 
the  renewal  of  the  1971  International  Wheat 
Agreement,  which  for  the  first  time  included 
no  provisions  governing  prices.21 

More  than  anything,  this  omission  reflected 
the  disagreement  among  the  main  exporters  of 
wheat  as  to  the  floor  and  ceiling  prices  that 
should  be  established  under  the  Agreement, 
particularly  since  some  of  them  were  unaware 
of  the  relevant  obligations  contained  in  the 
previous  agreement.  Obviously,  an  agreement 
that  includes  no  commitments  regarding  prices 
and  no  statements  of  the  rights  and  obligations 
of  participants  in  respect  of  trade  in  the  com¬ 
modity  in  question  can  be  no  more  than  an 
arrangement  for  the  exchange  of  information 
and,  possibly,  a  forum  for  consultations  be¬ 
tween  countries.  Such  an  arrangement  is  neither 
in  the  interests  of  developing  countries  nor  is 
it  conducive  to  solving  the  problems  of  inter¬ 
national  trade  in  products  on  which  it  is  pro¬ 
posed  to  negotiate  agreements. 

Certain  developing  countries,  too,  seem  to 
be  somewhat  dissatisfied  with  the  operation  of 
commodity  agreements,  as  can  be  seen  from 


20  See  “Report  of  the  Trade  and  Development 
Board  on  the  first  part  of  its  tenth  session”,  op.cit., 
annex  II,  p.  3. 

21  Article  21  of  the  Agreement  states:  “In  order 
to  assure  supplies  of  wheat  and  wheat-flour  to  im¬ 
porting  members  and  markets  for  wheat  and  wheat- 
flour  to  exporting  members  at  equitable  and  stable 
prices,  the  Council  shall  at  an  appropriate  time 
examine  the  questions  of  prices  and  related  rights 
and  obligations.  When  it  is  judged  that  these  matters 
are  capable  of  successful  negotiation  with  the  objec¬ 
tive  of  bringing  them  into  effect  within  the  life  of 
this  Convention,  the  Council  shall  request  the  Secre¬ 
tary-General  of  UNCTAD  to  convene  a  negotiating 
conference.”  See  “United  Nations  Wheat  Conference, 
1971”  (TD/WHEAT.5/7)  (23  February  1971). 
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the  final  part  of  resolution  86  (XI)  of  the 
Trade  and  Development  Board,  which  reads: 

“ Requests  the  Secretary-General  of 
UNCTAD  to  prepare,  for  submission  to  the 
third  session  of  the  Conference,  in  co-opera¬ 
tion  with  the  international  bodies  concerned, 
and  in  particular  with  the  governing  councils 
and  the  secretariats  of  the  Agreement,  and 
in  the  light  of  the  experience  of  the  opera¬ 
tion  of  existing  international  commodity 
agreements,  a  study  on  their  effectiveness, 
seeking  the  views  and  suggestions  of  these 
bodies  in  connexion  with  measures  designed 
to  maximize  possible  benefits  therefrom  to 
all  participating  countries,  especially  the  de¬ 
veloping  countries,  which  would  facilitate 
the  negotiation  of  entirely  new  commodity 
agreements.”22 

Though  the  Declaration  of  Lima  reflects  this 
approach  and  reiterates  the  request  to  the  sec¬ 
retariat  of  UNCTAD,  there  is  a  striking  dif¬ 
ference  between  the  attitude  of  the  United 
States  and  that  of  the  developing  countries. 
Whereas  the  former  plays  down  the  negotia¬ 
tion  of  agreements  and  tends  towards  the  sup¬ 
pression  of  all  provisions  on  pricing,  the 
developing  countries  stress  the  urgency  of  car¬ 
rying  out  the  programme  laid  down  in  resolu¬ 
tion  16(11)  of  the  second  session  of  UNCTAD 
on  international  action  on  the  group  of  com¬ 
modities  listed  therein,  while  at  the  same  time 
pointing  to  the  need  to  assess  the  effectiveness 
of  existing  agreements  and  to  study  measures 
designed  to  maximize  possible  benefits  to  par¬ 
ticipating  countries,  especially  developing  coun¬ 
tries. 

It  is  therefore  useful  to  take  a  brief  look  at 
the  operation  of  the  actual  agreements  con¬ 
cluded  on  sugar,  coffee,  tin  and  wheat,  which 
are  of  particular  importance  for  Latin  Ameri¬ 
can  exports,  to  try  to  see  how  far  they  have 
achieved  their  objectives. 

1.  The  International  Sugar  Agreement,  1968 

This  agreement  only  covers  part  of  the  world 
trade  in  sugar,  namely,  those  transactions  that 
are  not  covered  by  the  following  special  ar¬ 
rangements:  (i)  exports  under  the  British 
Commonwealth  Sugar  Agreement;  (ii)  the 
United  States  import  quota  system;  (iii)  ex¬ 
ports  by  Cuba  to  the  Soviet  Union  and  other 
socialist  countries,  and  (iv)  exports  under  the 
African  and  Malagasy  Sugar  Agreement.  Out 


22  See  “Report  of  the  Trade  and  Development 
Board  on  its  eleventh  session”  (TD/B/385,  annex  1, 
p.  8)  (29  September  1971). 


of  an  annual  average  of  20  million  tons  of 
world  sugar  exports  for  the  period  1968-1970, 
some  7  million  tons  were  not  covered  by  one 
or  other  of  the  special  arrangements  listed 
above,  and  this  quantity  therefore  represents 
the  volume  of  world  trade  in  sugar  governed 
by  the  1968  international  agreement. 

Among  other  things,  its  objectives  include: 
maintaining  stable  prices  for  sugar  which  are 
reasonably  remunerative  for  producers  but  do 
not  stimulate  the  growth  of  production  in  the 
developed  countries;  achieving  a  more  satis¬ 
factory  balance  between  production  and  con¬ 
sumption;  facilitating  the  co-ordination  of  mar¬ 
keting  policies,  and  allowing  the  sugar  exported 
from  developing  countries  a  fair  share  of,  and 
easier  access  to,  the  markets  of  developed  coun¬ 
tries.  The  price  objective  was  undoubtedly  of 
greatest  immediate  interest,  because  of  the  pro¬ 
longed  period  of  depressed  international  prices 
for  sugar  that  had  existed  since  the  middle  of 
1964.  When  the  agreement  came  into  effect 
early  in  1969,  prices  began  to  recover  and 
continued  to  do  so  throughout  1970  and  1971, 
partly  because  of  the  export  controls  that  were 
adopted  and  partly  as  a  result  of  an  increase  in 
the  import  requirements  of  several  countries. 
It  can  therefore  be  asserted  that  the  Sugar 
Agreement  has  at  least  achieved  one  of  its 
objectives,  that  of  more  stable  prices,  since 
they  remained  within  the  specified  limits  of 
3.25  and  5.25  United  States  cents  per  pound, 
f.o.b.  Caribbean  ports.  As  to  gaining  easier 
access  to  the  markets  of  developed  countries 
and  increasing  the  developing  countries’  share 
in  them,  no  progress  has  been  made  except  for 
the  undertakings  contained  in  Annex  A  of  the 
agreement  whereby  certain  importing  countries 
agreed  not  to  expand  their  sugar  production 
and  to  meet  part  or  all  of  their  increased  con¬ 
sumption  through  imports.  Although  the  un¬ 
dertakings  were  made  by  only  very  few  coun¬ 
tries,  their  inclusion  in  the  1968  agreement  was 
something  that  no  previous  international  agree¬ 
ments  on  this  commodity  had  provided  for. 

2.  The  International  Coffee  Agreement 

This  agreement  came  into  effect  at  a  time 
when  world  prices  had  been  steadily  declining 
and  production  surpluses,  particularly  in 
Brazil,  had  been  running  at  a  high  level  for 
several  years.  The  introduction  of  the  first  ex¬ 
port  regulations  towards  the  end  of  1963  co¬ 
incided  with  the  forecast  of  a  very  bad  Brazil¬ 
ian  crop  for  1964/1965.  The  two  factors  there¬ 
fore  combined  to  provoke  a  recovery  of  world 
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prices,  which,  from  an  average  of  34.1  United 
States  cents  per  pound  in  196323  (the  lowest 
price  since  1950),  jumped  to  46.7  cents  in 
1964.  Big  fluctuations  in  Brazil’s  coffee  output 
have  only  a  very  short-term  influence  on  price 
levels,  however,  so  that  although  the  export 
quotas  were  maintained,  prices  again  declined 
from  1965  to  1968,  when  they  made  a  fresh 
recovery  as  a  result  of  the  severe  drop  in 
Brazilian  coffee  production  in  1968/1969  and 
1970/1971. 

The  agreement  regulates  the  world  coffee 
market  through  a  system  of  export  quotas  that 
^  are  adjusted  on  a  selective  basis  in  accordance 
with  the  price  fluctuations  of  certain  standard 
qualities.  Naturally,  the  problem  of  forecasting 
consumption  requirements,  on  the  basis  of 
which  the  export  quotas  and  their  distribution 
among  the  various  countries  are  determined,  is 
one  of  the  problems  that  frequently  make  it 
difficult  to  maintain  co-operation  among  the 
signatories  to  the  agreement,  owing  to  the  dis¬ 
agreements  that  arise  regarding  the  size  of  the 
quotas  allocated  to  certain  members  or  their 
proportion  to  the  original  volume  of  the  over¬ 
all  quota.  There  is  no  denying,  however,  that 
the  agreement  has  introduced  a  semblance  of 
order  into  the  world  coffee  market  and  that 
without  it  prices  would  probably  have  fallen 
disastrously — a  situation  which  would  not  even 
suit  the  importing  countries  in  so  far  as  it 
would  mean  a  sharp  reduction  in  the  external 
purchasing  power  of  the  exporting  countries. 

Besides  greater  stability  and  a  relative  im¬ 
provement  in  world  coffee  prices,  another  ma¬ 
jor  objective  of  the  agreement  is  to  bring  about 
a  reasonable  balance  between  world  supply 
and  demand,  to  which  end  the  producing  coun¬ 
tries  undertook  to  set  themselves  production 
targets.  Under  the  programme  outlined  by  the 
administrative  council  of  the  agreement,  the 
producing  countries  are  supposed  to  adjust  to 
these  production  targets  by  1972/1973,  when 
the  present  agreement  expires.  The  chances  of 
their  doing  so  entirely,  however,  seem  some¬ 
what  remote  since,  except  in  Brazil,  the  pro¬ 
gress  made  by  the  production  diversification 
programmes  is  extremely  limited  owing  to  the 
insufficient  financial  resources  available  to  the 
Diversification  Fund  established  under  the 
agreement.  In  these  two  fields — diversification 
and  production  targets — the  fulfilment  of  the 


23  In  accordance  with  the  series  of  figures  published 
in  the  United  Nations  Monthly  Bulletin  of  Statistics, 
all  coffee  prices  listed  in  this  section  refer  to  Santos 
No.  4  coffee,  ex-dock  New  York. 


agreement’s  objectives  has  not  been  altogether 
satisfactory,  though  it  would  be  a  mistake  to 
underestimate  the  significance  of  the  progress 
that  has  been  made  in  the  face  of  the  tremen¬ 
dous  problems  confronting  the  coffee  market. 

3.  The  International  Wheat  Agreement 

The  most  recent  international  wheat  agree¬ 
ment  came  into  effect  in  the  middle  of  1971. 
Its  provisions,  which  differ  substantially  from 
all  preceding  international  agreements  on  the 
commodity,  do  no  more  than  keep  in  being 
administrative  machinery  for  compiling  and 
exchanging  statistical  information  and  for  con¬ 
ducting  consultations  in  the  face  of  an  unstable 
or  potentially  unstable  situation  in  the  wheat 
market.  The  fact  that  all  the  undertakings  in¬ 
cluded  in  previous  agreements  regarding  the 
volume  of  supply  by  the  exporting  countries 
and  the  volume  of  purchases  by  the  importing 
countries  have  been  omitted  from  this  new 
agreement,  together  with  all  undertakings  re¬ 
garding  pricing  policy,  gives  this  new  agree¬ 
ment  a  very  special  character  which,  as  pointed 
out  above,  reflects  a  fundamental  change  in  the 
attitude  of  certain  developed  countries  towards 
commodity  agreements.  In  the  specific  case  of 
wheat,  most  of  the  world  exports  of  which 
come  from  developed  countries,  this  new  con¬ 
ception  of  what  commodity  agreements  are  for 
may  signal  the  end,  for  the  developing  coun¬ 
tries,  of  any  hope  of  competing  on  the  wheat 
market,  as  they  are  in  no  position  to  match  the 
kind  of  government  assistance  (subsidies,  cred¬ 
its,  etc.)  that  developed  countries  grant  their 
exporters.  The  price  war  that  certain  developed 
countries  waged  while  the  previous  agreement 
was  still  in  force,  despite  the  fact  that  it  in¬ 
cluded  undertakings  regarding  minimum  prices, 
is  a  precedent  that  cannot  be  ignored  when 
assessing  market  prospects  under  the  new 
agreement. 

4.  The  International  Tin  Agreement 

The  current  tin  agreement,  which  has  been 
in  force  since  July  1971,  is  the  fourth  of  its 
kind.  As  in  the  past,  the  whole  arrangement 
revolves  around  an  international  buffer  stock 
and  fixed  floor  and  ceiling  prices,  with  provi¬ 
sion  for  fixing  export  control  periods  when 
market  conditions  so  require.  The  first  agree¬ 
ment,  which  was  signed  in  1956,  coincided 
with  an  accumulation  of  production  surpluses 
and  a  sharp  drop  in  metal  prices,  so  that  ex¬ 
port  restrictions  had  to  be  imposed,  while  at 
the  same  time  tin  had  to  be  purchased  on  the 
open  market  for  the  buffer  stock  until  the  re- 
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sources  were  exhausted.  The  effect  of  these 
restrictions  was  to  cut  the  volume  of  produc¬ 
tion — which  had  averaged  180,000  tons  an¬ 
nually  over  the  three  preceding  years — to 
134,000  in  1958.  From  then  on,  and  especially 
after  1960,  when  world  consumption  of  tin  ex¬ 
ceeded  that  of  previous  years,  the  operation  of 
the  buffer  stock  and  the  imposition  of  export 
controls  whenever  prices  flagged  wrought  a 
steady  improvement  in  tin  prices,  whose  mini¬ 
mum  and  maximum  levels,  since  October 
1970,  have  been  the  highest  ever  recorded.  By 


and  large,  prices  have  remained  in  the  inter¬ 
mediate  range  between  the  floor  and  ceiling 
prices  established  under  the  agreement. 

The  success  of  this  agreement  is  due  not 
only  to  its  operational  methods  (involving  di¬ 
rect  intervention  in  the  market  by  means  of 
purchases  and  sales  of  the  metal  and  export 
restrictions  when  needed),  but  also  to  the  par¬ 
ticular  conditions  of  the  world  market,  where 
there  has  been  a  deficit  in  production  for  the 
major  part  of  the  period  during  which  the 
agreements  have  been  in  force. 
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TRADE  IN  MANUFACTURES  AND  SEMI-MANUFACTURES 


1.  The  development  of  world  trade 
(a)  Recent  trends  and  characteristics 

Analysis  of  the  evolution  of  world  trade  in 
manufactures  and  semi-manufactures1  over  the 
last  decade  brings  out  some  basic  facts  and 
trends,  among  the  most  noteworthy  of  which 
are: 

(i)  The  growing  share  of  industrial  prod¬ 
ucts  of  more  complex  manufacture  in 
the  world  market  for  goods; 

(ii)  The  growing  importance  of  the  devel¬ 
oped  countries  in  the  trade  in  manu¬ 
factures; 

(iii)  The  marked  intra-area  nature  of  ex¬ 
ports  of  manufactures  from  the 
developed  countries  with  a  market 
economy  and  the  socialist  countries  of 
Eastern  Europe,  in  contrast  to  the 
trade  trends  in  the  same  commodities 
in  the  developing  countries,  with  the 
exception  of  Latin  America; 

(iv)  The  change  in  the  attitude  of  the  so¬ 
cialist  countries  of  Eastern  Europe  to 
the  international  market,  with  a  pro¬ 
nounced  trend  towards  intensifying 
trade  with  the  countries  of  Western 
Europe; 

(v)  The  emergence  or  strengthening  of 
some  dynamic  centres  of  world  trade 
(Japan  and  the  European  Common 
Market)  and  the  weakening  of  the 
trade  position  of  others  (United  States 
and  United  Kingdom) ; 

(vi)  The  emergence  and  consolidation  of 
regional  groupings  of  developed  and 
developing  countries. 

Table  1,  which  shows  some  of  the  most  im¬ 
portant  quantifiable  aspects  of  world  trade  in 
manufactures,  illustrates  the  above-mentioned 
structural  changes  which  have  taken  place 
over  the  past  decade. 

Between  1960  and  1969,  world  exports  of 
goods  increased  at  an  average  annual  rate  of 
8.8  per  cent.  Exports  of  primary  commodities 
increased  at  the  rate  of  5.7  per  cent,  but  ex¬ 

i  SITC  sections  5,  6,  7  and  8,  excluding  division  68. 


ports  of  manufactures  increased  at  the  rate  of 
10.8  per  cent  per  year.  This  advance  brought 
up  the  share  of  manufactures  from  51  per  cent 
in  1960  to  61  per  cent  of  world  trade  in  1969. 
These  trends  are  equally  clear  in  the  developed 
and  the  developing  countries.  In  the  develop¬ 
ing  countries  in  general  and  Latin  America  in 
particular,  manufactures  account  for  consider¬ 
ably  less  of  the  total  trade  in  goods  than  in  the 
developed  market  economy  countries  and  the 
socialist  countries.  Thus,  in  1969,  72  per  cent 
of  the  trade  of  the  developed  countries  was  in 
manufactures,  while  this  percentage  was  only 
17  per  cent  in  the  developing  countries  as  a 
whole,  and  barely  8  per  cent  in  Latin  America. 

The  above  percentages  bring  out  another 
basic  feature  of  the  market  in  manufactures, 
namely,  the  very  considerable  share  of  the 
developed  world,  which  has  tended  to  increase 
over  the  last  decade.  In  1960,  84  per  cent  of 
exports  of  manufactures  came  from  developed 
countries;  this  share  rose  to  85  per  cent  in 
1969. 

In  the  exports  of  the  developed  countries, 
the  most  dynamic  trade  is  that  between  coun¬ 
tries  in  the  same  area  (intra-area)  rather  than 
that  between  countries  in  different  areas  (inter¬ 
area).  Between  1960  and  1969,  exports  of 
manufactured  products  within  the  same  area 
rose  at  the  rate  of  12.7  per  cent,  while  exports 
to  other  areas  rose  at  the  rate  of  5.8  per  cent. 
This  result  indicates  the  growing  integration 
being  achieved  by  the  developed  countries.  In 
addition  to  this,  both  the  developed  market- 
economy  countries  and  the  socialist  countries 
display  a  high  degree  of  self-supply  in  manu¬ 
factures.  In  1969,  74  per  cent  of  the  exports 
of  manufactures  from  developed  countries  re¬ 
mained  within  their  own  area,  while  in  the 
case  of  the  socialist  countries,  69  per  cent  of 
exports  were  of  the  intra-area  type.  The  re¬ 
verse  situation,  however,  prevailed  in  the 
developing  countries,  where  only  33  per  cent 
of  exports  of  manufactures  were  sold  within 
the  same  grouping.  The  corresponding  propor¬ 
tion  for  Latin  America  was  46  per  cent.  The 
bulk  of  exports  of  manufactures  from  these 
countries  was  to  the  developed  countries  (67 
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Table  1 


TRENDS  AND  CHARACTERISTICS  OF  WORLD  TRADE  IN  MANUFACTURES3 

World 

total 

Devel¬ 

oped 

coun¬ 

tries 

Devel¬ 

oping 

coun¬ 

tries 

Social¬ 

ist 

coun¬ 

tries 

Latin 

America 

(A)  World  trade  in  manufactures 
(i)  World  exports  of 
manufactures, 
millions  of  dol¬ 
lars  f.o.b.  I960  .... 

65,608 

55,046 

2,519 

7,321 

269 

1961-1965  .. 

84,593 

70,211 

3,460 

392 

1966-1969  . . 

.  133,361 

114,296 

6,545 

855 

1968  .... 

.  140,720 

118,400 

6,920 

900 

1969  .... 

165,120 

139,670 

8,380 

16,040 

1,080 

(ii) 

Percentage  share 

in  world  exports  1960  .... 

100.0 

83.9 

3.8 

11.2 

0.4 

1969  .  .  .  . 

100.0 

84.6 

5.1 

9.7 

0.7 

(hi) 

Cumulative  annual 
growth  rates 

1960-1969 

Manufactures  . 

10.8 

10.9 

14.3 

9.1 

16.7 

Primary  commod¬ 
ities  . 

5.7 

5.9 

5.8 

8.1 

4.5 

(iv) 

Percentage  share 
of  exports  of 
manufactures  in 
total  exports  of 
goods  1960  .  .  .  . 

51.3 

64.4 

9.2 

56.4 

3.1 

1969  .  .  .  . 

60.5 

72.3 

16.8 

58.3 

8.0 

(B)  Intra-area  trade  in 
manufactures 
(i)  Intra-area  exports 
of  manufactures, 
millions  of  dol¬ 
lars  f.o.b.  1960  .  .  .  . 

35,316 

1,075 

4,794 

58 

1969  . . . 

103,530 

2,755 

11,015 

500 

(h) 

Percentage  share 

of  total  exports  1960  .  .  . 

64.2 

42.7 

65.5 

21.7 

1969  .  . 

74.1 

32.9 

68.7 

46.3 

(hi) 

Growth  rate  1960- 

1969 

Inter-area  exports  . 

12.7 

11.0 

9.7 

27.5 

Exports  to  coun¬ 
tries  outside  the 
region  . 

5.8 

16.3 

7.9 

10.7 

Source:  ECLA,  based  on  the  United  Nations 
Monthly  Bulletin  of  Statistics. 

per  cent),  with  only  a  small  percentage  to  the 
socialist  countries  (2  per  cent). 

With  regard  to  the  changes  in  the  behaviour 
of  the  socialist  countries  towards  the  interna¬ 
tional  market,  it  may  be  mentioned  that  the 


a  SITC  sections  5,  6,  7  and  8,  excluding  division 

68. 

economic  reforms  taking  place  in  these  coun¬ 
tries  as  a  result  of  the  process  of  scientific  and 
technological  progress  tend  to  create  conditions 
which  will  certainly  continue  to  lead  to  closer 
trade  relations  with  the  developed  countries  and 
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to  some  extent  with  the  developing  countries 
too.2 

Analysis  of  the  evolution  of  international 
trade  over  the  last  decade  shows  a  weakening 
in  the  position  of  the  United  States;  this  is 
important  for  Latin  America  because  it  indi¬ 
cates:  (1)  the  appearance  of  new,  more  dy¬ 
namic  centres  of  world  trade,  (2)  a  weakening 
of  the  North  American  market,  which  is  still 
the  main  customer  for  Latin  American  manu¬ 
factures  and  (3)  the  modus  operandi  of  the 
outward  expansion  of  the  big  United  States 
enterprises. 

In  the  same  connexion  it  is  interesting  to 
note  that  in  addition  to  their  slow  growth,  the 
industrial  exports  of  the  United  States  made 
up  a  smaller  fraction  of  industrial  exports  as  a 
whole  than  the  exports  of  other  developed 
countries  and  showed  a  tendency  to  decrease. 
In  1968,  primary  commodities  made  up  38  per 
cent  of  United  States  exports;  in  the  same  year 
the  corresponding  proportions  were  29  per  cent 
in  France,  13  per  cent  in  the  Federal  Republic 
of  Germany,  21  per  cent  in  Italy  and  9  per  cent 
in  Japan.  In  all  these  countries  the  above  per¬ 
centages  are  tending  to  decrease,  whereas  for 
the  United  States  there  are  some  indications 
that  the  percentage  could  increase. 

In  addition  to  the  above,  there  has  been  a 
strengthening  of  the  relative  position  of  Japan 
and  a  change  in  the  nature  of  its  external  trade. 
At  the  end  of  the  war,  the  main  market  for 
Japan’s  exports  of  manufactures,  which  were 
not  generally  characterized  by  an  advanced 
technological  content,  were  the  developing 
countries,  especially  in  Asia.  Through  a  strategy 
whose  main  aim  was  the  increase  of  the  coun¬ 
try’s  competitive  capacity  in  the  international 
market,  however,  Japanese  exports  have 
reached  a  point  where  they  can  enter  the  mar¬ 
kets  of  the  developed  countries  with  equip¬ 
ment  and  final  products  of  high  technological 
content.  Finally,  brief  mention  should  be  made 
of  another  characteristic  aspect  of  international 
trade  relations  and  the  rise  and  consolidation 
of  various  regional  groupings.  Generally  speak¬ 
ing,  considerable  increases  are  to  be  observed 
in  intra-area  exports  as  far  as  total  exports  are 
concerned  between  the  EEC  countries,  the 
AELI  countries  (although  to  a  lesser  degree), 
the  United  States  and  Canada,  and  the  coun¬ 
tries  belonging  to  the  Council  for  Mutual  Eco¬ 
nomic  Assistance  (CMEA).  In  the  developing 


2  See  Review  of  trade  relations  among  countries 
having  different  economic  and  social  systems, 
UNCTAD  TD/128,  1968. 


regions,  on  the  other  hand,  perhaps  with  the 
sole  exception  of  Latin  America,  intra-area 
exports  achieve  much  lower  levels  than  in  the 
above-mentioned  groupings. 

(b)  The  share  of  Latin  America 

The  most  distinctive  features  of  Latin  Amer¬ 
ica’s  external  trade  in  manufactures  and  its 
share  in  the  world  market  are  as  follows: 

(i)  Marginal  supplier  of  little  importance; 

(ii)  High  degree  of  concentration  of  Latin 
American  trade  with  regard  to  geo¬ 
graphical  areas; 

(iii)  Sharp  differences  between  the  struc¬ 
ture  of  exports  of  manufactures  within 
the  region  and  that  of  exports  to  de¬ 
veloped  countries; 

(iv)  Little  diversification  of  exports  of 
manufactures; 

(v)  Little  dynamism  in  exports  of  tradi¬ 
tional  manufactures; 

(vi)  Loss  of  established  markets  for  some 
traditional  Latin  American  products 
in  developed  countries,  and 

(vii)  Rare  development  on  a  permanent  ba¬ 
sis  of  new  lines  of  products  sold  out¬ 
side  the  region. 

Latin  America  continues  to  play  a  very  small 
role  in  the  world  manufactures  market,  its  main 
activity  being  that  of  a  marginal  supplier,  with 
a  trade  balance  in  manufactures  with  the  de¬ 
veloped  countries  that  has  traditionally  been  in 
deficit  and  is  tending  to  increase.  Another  im¬ 
portant  feature  of  Latin  American  exports  of 
manufactures  to  the  rest  of  the  world  is  their 
heavy  geographical  concentration,  although  this 
has  lessened  over  the  last  few  years  (see 
table  2). 

In  1960,  73  per  cent  of  Latin  American 
sales  of  manufactures  were  to  developed  coun¬ 
tries  and  22  per  cent  were  intra-area,  with 
practically  no  trade  at  all  with  other  develop¬ 
ing  areas  or  with  the  socialist  countries.  In 
1969,  sales  to  the  developed  countries  dropped 
to  50  per  cent  of  the  total,  which  trade  between 
the  Latin  American  countries  increased  to  45 
per  cent;  the  situation  regarding  the  socialist 
countries  and  other  developing  areas  did  not 
change,  as  in  1969  exports  to  these  markets 
continued  to  be  practically  non-existent. 

It  is  clear  from  the  above  that  the  developed 
countries  constitute  a  very  important  market 
for  purchasing  Latin  American  manufactures 
and  that  although  the  share  of  the  region  in 
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Table  2 

LATIN  AMERICA:  EXPORTS  OF  MANUFACTURES3  ACCORDING  TO  DESTINATION 


Period 
or  years 

World 

total 

Devel¬ 

oped 

coun¬ 

tries 

Devel¬ 

oping 

coun¬ 

tries 

Social¬ 

ist 

coun¬ 

tries 

Latin 

America 

United 

States 

Western 

Europe 

Japan 

A.  Millions  of  dollars  f.o.b. 

I960  . 

269 

197 

68 

4 

58 

— 

— 

— 

1961-1965  .... 

392 

215 

163 

9 

150 

149 

52 

10 

1966-1969  .... 

855 

418 

420 

19 

399 

266 

120 

14 

1968  . 

900 

414 

462 

22 

439 

298 

102 

14 

1969  . 

1,080 

536 

520 

24 

500 

328 

177 

22 

B. 

Percentage  share  in 

total  for  each 

area  of  destination 

1960  . 

100 

73 

26 

1 

22 

— 

— 

— 

1961-1965  .... 

100 

55 

42 

2 

38 

38 

13 

3 

1969  . 

100 

50 

48 

2 

46 

30 

16 

2 

C. 

Cumulative  annual  growth  rate 

1960-1969  _ 

16.7 

11.8 

25.2 

22.0 

27.5 

14.1b 

22.2b 

14.1b 

Source:  United  Nations,  Monthly  Bulletin  of  Sta-  a  SITC  sections  5,  6,  7  and  8,  excluding  division 
tistics,  March  and  May  1967  and  1971  and  June  68. 

1971.  b 1961-1969. 


the  developed  countries’  imports  of  manufac¬ 
tures  is  almost  insignificant  (in  1969  barely 
1.2  per  cent  of  imports  came  from  Latin 
America),  any  change  in  the  percentage  of 
these  imports  would  have  marked  repercussions 
on  the  volume  of  Latin  American  exports. 

An  analysis  of  the  types  of  manufactures 
exported  to  the  developed  countries  and  of 
those  exported  to  the  developing  countries  of 
Latin  America  brings  out  some  sharp  dif¬ 
ferences. 

Sales  to  the  developed  countries,  although 
on  a  larger  scale,  are  mainly  of  traditional 
manufactures,  mostly  with  a  low  degree  of 
processing  (canned  fruit,  sawn  wood,  tinned 
meat,  etc.)  while  the  region  itself  absorbs  the 
more  finished  manufactures  or  those  of  greater 
added  value,  such  as  synthetic  rubber,  poly¬ 
ethylene,  cellulose  acetate,  sodium  tripoly¬ 
phosphate,  carbon  black,  mechanical  and  metal 
manufacturing  products,  calculating  machines 
and  typewriters,  lathes,  sewing  machines,  etc. 

The  above  shows  how  little  diversification 
there  is  in  Latin  American  exports,  especially 
those  destined  for  developed  countries.  Sales 
with  large  individual  values  are  still  few  in 
number  and  even  fewer  at  the  individual  coun¬ 
try  level,  for  with  the  exception  of  Mexico, 
Argentina  and  Brazil,  the  sales  of  the  other 
Latin  American  countries  are  based  on  10  or 


less  manufactured  products  of  any  significant 
value.  The  three  countries  mentioned  account 
for  about  70  per  cent  of  total  sales  of  manu¬ 
factures  for  the  whole  region  (see  table  3). 

The  lack  of  dynamism  of  Latin  American 
exports  to  the  rest  of  the  world  may  be  at¬ 
tributed  to  a  combination  of  different  factors, 
including  the  high  proportion  of  traditional 
manufactures,  the  demand  for  which  in  the 
world  market  is  growing  more  slowly,  indeed, 
scarcely  any  faster  than  that  for  primary  com¬ 
modities;  the  small  proportion  of  total  exports 
accounted  for  by  those  manufactures  for 
which  there  is  more  active  international  de¬ 
mand;  displacement  by  other  suppliers  of  de¬ 
veloped  markets  in  items  which  were  tradi¬ 
tionally  part  of  Latin  American  sales  (iron  and 
steel  products,  textiles,  wood,  furniture,  bev¬ 
erages,  tobacco,  etc.). 

2.  Recent  evolution  and  experience  in 
Latin  America 

(a)  Concerning  exports  to  the  markets  of  de¬ 
veloped  countries* 

Among  the  developed  countries  (see  table 
4),  the  United  States  stands  out  as  the  most 


3  See  ECLA,  “El  mercado  de  los  paises  desarrolla- 
dos  para  productos  manufacturados  americanos”  (ST/ 
ECLA/ Conf.37/L.24) . 
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Table  3 


LATIN  AMERICA:  EXPORTS  OF  MANUFACTURES3  BY  COUNTRIES  OF  ORIGIN 


Country 

Millions  of  dollars  f.o.b. 

Percentages 
of  total 

Cumulative 

annual 

growth 

rate 

1960-1969 

1955 

1960 

1965 

1969 

1960 

1969 

Latin  America 

185 

269 

544 

1,080 

100.0 

100.0 

16.7 

Argentina . 

33 

30 

84 

220 

11.2 

20.4 

25.0 

Brazil  . 

16 

21 

123 

223 

7.8 

20.6 

30.0 

Mexico  . 

76 

92 

164 

302 

34.2 

28.0 

14.1 

Colombia . 

8 

7 

34 

60 

2.6 

5.6 

27.0 

Chile  . 

15 

26 

23 

38 

9.7 

3.5 

4.3 

Peru  . 

2 

6 

6 

11 

2.2 

1.0 

7.0 

Venezuela  . 

13 

24 

21 

30 

8.9 

2.8 

2.5 

Ecuador  . 

3 

1 

3 

3b 

— 

_ b 

14.8C 

Paraguay  . 

7 

4 

5 

4b 

1.5 

_ b 

0.0c 

Uruguay  . 

4 

9 

11 

28 

3.3 

2.6 

Costa  Rica  . 

— 

— 

16 

32b 

— 

3.6b 

13.5c 

El  Salvador  . 

2 

6 

32 

68b 

2.2 

7.6b 

35.0C 

Guatemala  . 

2 

4 

26 

41b 

1.5 

4.6b 

30.0« 

Honduras . 

1 

1 

6 

15b 

— 

1.7b 

40.0= 

Nicaragua  . 

— 

2 

13 

19 

0.8 

1.8 

28.0 

Dominican  Republic . 

1 

5 

3 

5b 

1.9 

0.6b 

0.0c 

Sources:  ECLA,  based  on  official  statistics  from 
the  countries  and  issues  of  the  United  Nations  and 
International  Monetary  Fund,  International  Financial 
Statistics. 


a  SITC  sections  5,  6,  7  and  8,  excluding  division 
68. 

b 1968. 

« 1960-1968. 


important  purchasing  market,  both  in  terms  of 
volume  and  variety  of  purchases  (in  1968  the 
United  States  purchased  55  per  cent  of  all 
Latin  American  manufactures  exported  to  de¬ 
veloped  countries).  The  United  States  consti¬ 
tutes  the  main  market  for  almost  all  groups  of 
manufactures:  thus,  in  1968  it  purchased  be¬ 
tween  70  and  90  per  cent  of  Latin  American 
sales  of  articles  of  clothing,  textiles,  iron  and 
steel  products  and  mechanical  and  metal  man¬ 
ufacturing  products;  between  50  and  69  per 
cent  of  various  light  manufactures,  leather  and 
footwear  and  food  products,  and  between  30 
and  49  per  cent  of  wood  products,  furniture 
and  chemical  products. 

The  United  Kingdom,  which  in  1968  pur¬ 
chased  15  per  cent  of  Latin  American  exports 
of  manufactures,  comes  in  second  place.  Its 
purchases,  in  decreasing  order  of  importance, 
were  food  products,  worked  non-ferrous  met¬ 
als,  beverages  and  tobacco  products,  chemical 
products,  wood  products  and  furniture,  in  per¬ 
centages  between  16  and  23  per  cent  of  the 
total  exported  by  the  region. 


West  Germany  is  less  important  as  a  market, 
although  its  purchases  of  Latin  American  man¬ 
ufactures  have  increased  more  sharply  than 
those  of  the  other  developed  countries  (at  a 
cumulative  annual  rate  of  16.9  per  cent).  The 
German  market  is  second  in  size  for  leather 
and  footwear  (10  per  cent)  and  for  products 
of  the  mechanical  and  metal  manufacturing 
industries  (6  per  cent). 

The  purchases  made  by  France  and  the 
Netherlands  (3.5  per  cent  of  the  total)  are 
also  sizable,  although  there  are  marked  dif¬ 
ferences  between  them.  France  has  been  los¬ 
ing  ground  as  a  purchaser,  with  a  decrease  in 
purchases  from  5.1  per  cent  in  1963  to  only 
3.5  per  cent  in  1968,  and  it  purchases  only  a 
limited  number  of  commodities  such  as  pro¬ 
cessed  tobacco  (29  per  cent),  products  of  the 
mechanical  and  metal  manufacturing  industry 
(6  per  cent)  and  leather  and  footwear  (5  per 
cent).  The  Netherlands,  however,  has  opened 
up  its  market  to  Latin  American  manufactures 
with  great  dynamism,  and  its  purchases  include 
chemicals,  wood  and  furniture.  The  Japanese 
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Table 

TRADE  IN  MANUFACTURES  FROM  AMERICA  (EXCLUDING  THE  UNITED  STATES 


Groups  of  products 

Main  selling  countries  and  participation  in  total  sales  for  America 
(excluding  the  United  States  and  Canada)  to  the  OECD 
in  each  group  of  commodities 

Name 

Per 

cent 

Name 

Per 

cent 

Name 

Per 

cent 

Name 

Per 

cent 

Food  products . 

Argentina 

45 

Brazil 

26 

Mexico 

11 

Paraguay 

5 

Beverages  and  tobac- 

co  products  . 

French  Antilles 

29 

Cuba 

18 

Jamaica 

18 

British 

Territories 

in  America 

15 

Wood  products  and 

furniture  . 

Brazil 

42 

Mexico 

21 

Honduras 

8 

Jamaica 

7 

Rubber  products  .... 

— 

— 

— 

Leather  and  footwear 

Argentina 

33 

Uruguay 

15 

Brazil 

13 

Mexico 

13 

Textiles  . 

Mexico 

57 

Colombia 

21 

Brazil 

11 

Haiti 

4 

Articles  of  clothing  .  . 

Mexico 

40 

Jamaica 

33 

Trinidad  and 

— 

Tobago 

13 

Chemicals  . 

Mexico 

24 

Bermuda 

17 

Trinidad  and 

Argentina 

14 

Tobago 

14 

Pulp,  paper  and  pa- 

perboard  . 

— 

— 

— 

— 

Non-metallic  mineral 

products  . 

— 

— 

— 

— 

Iron  and  steel  . 

Brazil 

34 

Mexico 

34 

Argentina 

20 

Venezuela 

7 

Worked  non-ferrous 

metals  . 

Netherlands 

Chile 

5 

Mexico 

7 

Venezuela 

7 

Antilles  and 

Surinam 

67 

Products  of  mechani- 

cal  and  metal  man- 

ufacturing  industry 

Mexico 

52 

Argentina 

23 

Brazil 

17 

Netherlands 

Antilles  and 

Surinam 

4 

Miscellaneous  light 

manufactures  .... 

Mexico 

69 

Argentina 

8 

Venezuela 

8 

— 

Total 

Mexico 

24 

Argentina 

24 

Brazil 

21 

Trinidad  and 

Tobago 

4 

Source:  ECLA,  based  on  official  data. 
a  Federal  Republic  of  Germany. 


market,  whose  purchases  of  Latin  American 
manufactures  have  decreased  in  relative  im¬ 
portance,  mainly  purchases  worked  non-ferrous 
metals  (15  per  cent),  chemicals  (6  per  cent) 
and  iron  and  steel  products  (2  per  cent). 

Argentina,  Brazil  and  Mexico  together  ac¬ 
count  for  69  per  cent  of  Latin  American  ex¬ 
ports  of  manufactures  and  show  a  certain  de¬ 
gree  of  diversification.  In  Mexico  there  are  35 
export  lines  each  with  a  value  of  more  than  5 
million  dollars,  and  an  even  greater  number  of 
lines  of  lower  value.  Mexico  is  therefore  the 
leading  exporter  of  the  region  for  several 


groups  of  manufactures,  accounting  for  be¬ 
tween  50  and  70  per  cent  of  all  sales  to  the 
developed  countries  of  mechanical  and  metal 
manufacturing  industry  products  and  textiles 
and  between  20  and  49  per  cent  of  exports  of 
articles  of  clothing,  chemicals  and  wood  prod¬ 
ucts  and  furniture  (see  again  table  4).  Argen¬ 
tina  is  the  leading  seller  of  processed  food¬ 
stuffs  (45  per  cent)  and  leather  and  footwear 
(33  per  cent),  while  its  sales  of  iron  and  steel 
products  and  chemicals  are  also  considerable. 
Brazil  is  the  main  exporter  of  wood  products 
and  furniture  (42  per  cent),  and  of  iron  and 
steel  products  (34  per  cent),  while  it  also  has 
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4 

[AND  CANADA)  DESTINED  FOR  DEVELOPED  COUNTRIES,  1968 


Main  purchasing  countries  in  the  OECD  and  share  in  total  purchases  for  America 
(excluding  the  United  States  and  Canada), 
for  each  group  of  commodities 

Name 

Per 

cent 

Name 

Per 

cent 

Name 

Per 

cent 

Name 

Per 

cent 

Name 

Per 

cent 

United  States 

53 

United  Kingdom 

23 

Germany4 

6 

France 

2 

Netherlands 

2 

France 

29 

United  Kingdom 

21 

United  States 

18 

Spain 

6 

Canada 

6 

United  States 

48 

United  Kingdom 

17 

Germany4 

15 

Netherlands 

3 

Denmark 

3 

United  States 

56 

Germany4 

10 

Italy 

10 

France 

5 

United  Kingdom  3 

United  States 

86 

Canada 

7 

— 

— 

— 

United  States 

87 

United  Kingdom 

7 

— 

— 

— 

United  States 

42 

United  Kingdom 

20 

Netherlands 

7 

Japan 

6 

Germany4 

4 

United  States 

86 

Japan 

2 

Germany4 

2 

Sweden 

2 

— 

Germany4 

37 

United  States 

22 

Italy 

19 

Japan 

15 

Norway 

4 

United  States 

73 

Germany4 

6 

France 

6 

— 

— 

United  States 

69 

Spain 

12 

United  States 

54 

United  Kingdom 

15 

Germany4 

7 

France 

3 

Netherlands 

3 

an  important  share  in  food-stuffs,  leather  and 
footwear,  articles  of  clothing  and  products  of 
the  mechanical  industries  (in  percentages  vary¬ 
ing  from  1 1  to  26  per  cent) . 

Among  the  newer  exports  can  be  mentioned 
some  chemical  products  such  as  hydrocarbons 
from  Argentina  and  Trinidad  and  Tobago  for 
the  United  Kingdom  and  West  Germany;  am¬ 
monia,  anhydrous  or  in  aqueous  solution,  from 
Trinidad  and  Tobago  for  the  United  States; 
antibiotics  (penicillin,  streptomycin,  etc.)  from 
Brazil  and  Argentina  for  the  Netherlands  and 
Ireland;  iron  and  steel  plates,  bars,  rods  and 
tubing  for  the  North  American  market  from 


Argentina,  Brazil  and  Mexico;  calculating  and 
accounting  machines  from  Argentina;  thermi¬ 
onic  valves  and  tubes  (hot  cathode),  photo¬ 
cells,  transistors,  etc.,  from  Mexico,  and  elec¬ 
trical  machinery  and  apparatus  from  Mexico 
and  Brazil,  all  for  the  United  States  (see  table 
5). 

(b)  Concerning  exports  to  other  countries 
of  the  region 

For  the  countries  of  Latin  America,  the  re¬ 
gional  market  is  of  prime  importance  for  ex¬ 
ports  of  manufactures  of  greater  added  value; 
indeed,  for  some  countries  and  products  this 
is  the  only  market  available. 
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The  biggest  exporters,  in  decreasing  order 
of  importance,  are  Argentina,  Brazil  and  Mex¬ 
ico,  which  together  accounted  for  more  than 
45  per  cent  of  total  sales  of  Latin  American 
manufactures  to  the  region  in  1968.  Argentina 
is  not  only  the  leading  exporter  but  also  the 
biggest  market  for  exports  from  the  various 
countries;  Mexico’s  imports  of  Latin  American 
manufactures,  in  contrast,  are  rather  small,  as 
may  be  seen  from  Mexico’s  growing  credit  bal¬ 
ances  in  its  balance  of  trade  in  manufactures 
with  the  other  countries  of  Latin  America. 

In  the  year  in  question,  the  main  markets 
for  Argentine  exports  were  Brazil,  Chile  and 
Peru,  which  together  purchased  nearly  70  per 
cent  of  Argentina’s  total  exports  to  the  region. 
The  main  purchasers  of  Brazilian  manufactures 
were  Argentina,  Chile  and  Mexico  (75  per 
cent  of  the  total),  while  Mexico,  for  its  part, 
sold  to  a  large  number  of  countries,  and  this 
can  be  seen  from  the  smaller  share  accounted 
for  by  its  first  three  markets  (Argentina,  Vene¬ 
zuela  and  Chile,  with  a  share  of  less  than  40 
per  cent). 

Table  6  indicates  the  main  sales  of  manu¬ 
factures  by  the  Latin  American  countries  to 
their  own  region. 

3.  Improving  access  to  markets 

In  the  Declaration  of  Lima,  the  Group  of  77 
set  forth  in  the  form  of  four  points  the  objec¬ 
tives  that  should  be  achieved  at  the  third  ses¬ 
sion  of  UNCTAD  with  respect  to  exports  of 
manufactures  and  semi-manufactures:  (a)  all 
schemes  of  generalized  preferences  should  be 
brought  fully  into  effect  before  the  end  of  1971 
and  such  schemes  should  be  expanded  to  in¬ 
clude  concessions  to  producers  currently  ex¬ 
cluded  from  them;  ( b )  consultations  and  ne¬ 
gotiations  on  the  elimination  of  non-tariff 
restrictions  on  products  of  interest  to  devel¬ 
oping  countries  should  be  promoted  and  held; 
(c)  measures  of  assistance  should  be  adopted 
for  the  conversion  of  industries  in  the  devel¬ 
oped  countries  that  may  be  adversely  affected 
by  imports  from  developing  countries,  and  ( d ) 
restrictive  business  practices  adversely  affect¬ 
ing  the  trade  of  developing  countries  should  be 
identified,  with  a  view  to  applying  the  neces¬ 
sary  corrective  measures. 

(a)  Schemes  of  generalized  preferences 

The  negotiating  phase  for  systems  of  general¬ 
ized  non-reciprocal,  non-discriminatory  prefer¬ 


ences  in  favour  of  the  manufactures  and  semi¬ 
manufactures  of  the  developing  countries  con¬ 
cluded  at  the  end  of  1970  in  the  UNCTAD 
Special  Committee  on  Preferences.  In  accord¬ 
ance  with  Decision  75  (S-IV)  of  the  Trade  and 
Development  Board,  “preference-giving  coun¬ 
tries  are  determined  to  seek  as  rapidly  as  pos¬ 
sible  the  necessary  legislative  or  other  sanction 
with  the  aim  of  implementing  the  preferential 
arrangements  as  early  as  possible  in  1971”.4 
Three  of  the  arrangements  entered  into  force 
in  the  second  half  of  1971:  that  of  the  Euro¬ 
pean  Economic  Community  on  1  July;  that 
of  Japan  on  1  August  and  that  of  Norway  on 
1  October.  The  arrangements  of  Czechoslo¬ 
vakia,  Denmark,  Finland,  Hungary,  New  Zea¬ 
land,  the  United  Kingdom  and  Sweden  began 
to  be  applied  from  1  January  1972,  while 
Switzerland  announced  that  its  arrangements 
would  enter  into  force  on  1  March  1972.  Aus¬ 
tria’s  arrangements  are  scheduled  to  come  into 
effect  about  the  same  time.  No  information  is 
available  on  when  Canada,  the  United  States 
and  Ireland,  among  the  market  economy  coun¬ 
tries,  will  put  their  arrangements  into  effect, 
nor  when  Bulgaria,  Poland  and  the  Soviet 
Union,  among  the  socialist  countries  of  East¬ 
ern  Europe,  will  do  likewise.  This  delay  in  the 
implementation  of  preferential  arrangements  by 
certain  countries  should  not,  however,  continue 
to  postpone  a  decision  on  appropriate  machin¬ 
ery  within  UNCTAD  for  supervising  the  ar¬ 
rangements,  since  this  would  in  turn  delay  the 
examination  of  their  operation  and  thus  defer 
the  opportunity  of  making  such  modifications 
or  additions  as  are  necessary  to  ensure  that 
these  arrangements  achieve  their  objectives. 
Among  the  issues  to  be  considered  are  meas¬ 
ures  to  enable  the  less  developed  among  the 
developing  countries  to  take  full  advantage  of 
preferential  arrangements,  and  the  urgent  need 
to  evaluate  the  equivalent  arrangements  to  be 
applied  by  the  socialist  countries,  in  view  of 
the  fact  that  the  role  of  customs  tariffs  is  some¬ 
what  different  in  a  system  of  state  trade.  In 
decision  75  (S-IV),  the  Trade  and  Develop¬ 
ment  Board  also  recognized  the  need  to  im¬ 
prove  the  initial  concessions  granted  by  pref¬ 
erence-giving  countries,  noting  that  “efforts  for 
further  improvement  of  these  preferential  ar¬ 
rangements  will  be  pursued  in  a  dynamic  con¬ 
text  in  the  light  of  the  objectives  of  resolution 

4  Official  Records  of  the  Trade  and  Development 
Board,  Fourth  Special  Session,  Supplement  No.  1. 
12-13  October  1970. 
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Table  5 

LATIN  AMERICA:  RECENT  EXPORTS11  OF  MANUFACTURES  TO  DEVELOPED  COUNTRIES,  1968 

( Millions  of  dollars) 


N  44 

s  s 


5-Se 

Cu  K. 

s  * 

s  8 


72  d  «o 
Qv  © 


3 

73 

O 

V. 

&H 


E~4  £*2 


cd 

G 

4— > 

£  d 

«  ■§ 
a 

G 

o 


G 

£ 


CD 

4—1 

G 

4-» 

c o 

73 

<D 

*5 


G 


CD 

4—* 

<D 

*0 

<D 

#N 

*c 

<D 

CD 

O 

cd 

E 

73 

<d 

>> 

73 

73 

(D 

42 

O 

G 

a> 


73 

G 

CD 


73 

G 

G 


G 

G 

O 

o 

U 


un 

VO 


<N  04 


o 

73 

bfl 

.5  -o 

«  S' 

73  G 

3  E 

G  a3 

P  a 


E 

o 

73 

to 

G 

* 

73 

<D 

*G 


ro  co  t-h  cs  *-h  h-h 


h*  7  (S 


<D 

G 

4-» 

CO 

73 

<D 

‘E 

D 


•M  W 

2  -a 
E  « 

S  '£ 

Q  2 


■a 

e 

r2 

12 

a> 

5 

CD 

£ 


73 

G 

G 


CO 

73 

<D 

‘S 

£ 


§ 

E 

1-4 

CD 

o 


<D 

4-4 

G 


co 

<P 


G  G 

4->  4-»  4-> 

CO  CO  CO 
73  73  73 
<L) 


<d 

*8 

5 


G 

£ 


o 

G 


ON 


co 

0) 

4-> 

G 

4-4 

<o 

73 

*E 

£ 


<o  m  cs 


04 


8  s  - 

x  ,2  y 

3  o  2  ^ 

S  u  m  S 


-a  -a 

c  c 

151  o  o  d 

-a  m  -a  m  g 

o  o  d  S  d  d  •£ 

CJ  -a  .D  T3  J2  C 

•S  d  •«  O  -g  O  - 

£  P  .E  h  .S  h 

~  *  H 


H 


73 

<D 

<D 

42 

o 

O 


u* 

O 


73 

CD 


G 

44 


O 

G 


G 

<D 


G 

bfi 


G 

O 


G 

G 


73 

G 

G 


bfi 


C 

<D 

E 

o 

£ 


04 


00 


<D 

G 

<D 

1-4 

>> 


bD 

.E 

*3 

3 

73 

X 

<d 


CD 

> 


G 

> 


<D 

73 


<D 

42 


73 

G 

G 


G 

O 

43 

1-H 

G 

CD 

o 

H 

73 

a 


d> 


T3 

a 

°J  o 

-a  5? 

Odd 
O  13  -O 

&  s  1  e2 


r4  r^ 


C/5 

73 

*3  G 
G  O 

73  -2 

73  o 

G  « 


co 

G 

O 

<D 

& 

G 


bfl 

.S 
*3 

^G 

73 

.3  #G 

•8  ° 

§  3 

o  o 

Ph  1-4 

73 

kS 

42 
G 

o  ^ 

2  G 


E 

o 

cd 


cd 

o 


G 

o 

s 

<D  E 

X  < 


N 

G 

1-4 

CQ 


*o 


(N 

Tf 

r- 

G" 

C4 

ON 

G  .2 

G 

G  *-G 

G 

G 

G 

.s 

o  43 

.£ 

a 

.s 

*4— > 

*G  o 

*42 

O 

*4— H 

G 

r-j  ,G  Oh 

G 

o 

G 

G 

<D 

1 1« 

<D 

CD 

CD 

bD 

o 

to 

14 

s 

to 

1-4 

to 

u 

< 

m  P 

s 

< 

<1 

»o 

VO 

ON 

o 

*-G 

O 


G 

G 

U 

<D 

42 


73 

G 

G 

a> 

G 


o 

o 

1-4 


E 

o 

4— » 

p4 

<D 


.72 

#o 

*3 

<D 

Ph 


K*^ 

73 

o 

1-4 

1-4 

(D 

Ph 


r-  vp 


G  G 

4->  4—* 

GO  GO 
73  73 
<D  <D 

‘S  g 


VO  «o  M 


G 

O 

1-4 


G 

O 


M-l 

o 


G 

G 

73  ^ 

O  72 

1-4 

1-4 

<D  a> 
Jh  G3 

>  O 


W) 

.s 

*3 

^G 

73 

<D 


73 

O 

1-4 

73 

G 

G 


«  “ 

1-4  ^ 

G  G 

m  H 


o  o 
.o  ^ 
*S  *S  N 

<D  <D  G 


00 


o 

P4 

1-4 

o 

o 

G 


<D 

G 

2 

o 

G 

E 

1-4 

G 


73 

G 

G 


<D 

G 


0) 

O 

o 

4— I 

o 

42 

Oh 

bo 

tG 

*3 

3 

73 

x 

<u 


o 

4-> 

0) 


<L> 

73 

O 

42 


(D 

& 

’P4 

73 

G 

G 


O 

CD 

G 

4-» 

8  ■ 

O 

G 

42  • 

bo  • 

s— ^ 

co' 

.G 

G 

a  o 

§.a 

co 

CD 

4^ 

4-4 

G 

lr4 

G 

O  > 

G 

o< 

O  <D 

4-4 

Oh 

CD  73 
G 

73 

G 

bD 

G 

73 

co"  G 

G 

G 

o  *42 

G 

.E 

Ives 

etc. 

kN 

2  2 
CD  CD 

1-4 

CD 

G  *-$ 

S  S 

bo  G 

G 

^  co" 

,o  o 

G 

£ 

G 

G 

G  co 

E 

*42  to 

G  C 

O  *Q0 

*S  5 

o 

74  *42 

1  2 
G 

G  G 

fe  a 

H3 

1-4 

4-* 

CD 

<D 

u 

H 

w 

(N 

V7 

00 

t-H 

VO 

m 

V7 

t-H 

C4 

rn 

04 

C4 

04 

rn 

T-H 

T-H 

cn 

oo 

Tj1 

t-H 

»—4 

h-H 

Tf 

r- 

r- 

T-H 

W7 

»n 

W7 

VO 

vo 

vo 

ON 

(N 

r- 


On 

04 

0- 


1-4 

^G 

O 

73 

G 

O 


a) 

G 

O 

G 

G 

42 


O 

CD 

J3 

73 

> 


M-4 

o 

G" 

VO 

ON 


>> 
G 
G 

§ 

la 

*>8 

co 

GO 

733 

<D  a 

4-j  rr 

b4  Oh 
O  CD 
PhPIh 
X 

G  <3 
G  T3 
(D  a) 

fiPH 

03  ^5 


•S 

a 

a 

o 


So 

a 

73 

•S 

J3 


^  * 
73  ON 
VO 
q  ON 
K  ^ 

N.  ^ 

^  H 

S  6 

vO  co 
•G  CD 

g‘C 
g  >» 


«OT 

T.ti' 

w  O 

QPh 

s» 


P  bo 
CO  Dd 


49 


Table  6 

LATIN  AMERICA:  MAIN  EXPORTS  OF  MANUFACTURES  TO  THE  REGION,  1967 

( Millions  of  dollars ) 


NABALALC 

classification 

Product 

Total 
value 
of  ex¬ 
ports 

Main  purchasing  countries 

Name 

Value 

Exports  from: 

Argentina 

20.02.2.01 

Prepared  olives  . 

3.9 

Brazil  . 

.  3.8 

49.01.1.01 

Printed  books,  booklets,  brochures,  pamphlets  and  leaflets 

7.5 

All  countries 

84.06 

Internal  combustion  piston  engines  . 

3.8 

Chile  . 

3.7 

84.52.01 

Calculating  machines  . 

2.2 

Brazil  . 

1.7 

84.53.0.01 

Statistical  machines  . 

2.5 

All  countries 

87.06 

Parts  and  accessories  for  motor  vehicles  . 

2.8 

Chile  . 

2.7 

Brazil 

73.13.1 

Sheets  and  plates,  of  iron  and  steel,  of  different  thick- 

nesses  . 

11.0 

Argentina  . 

9.9 

84.51.1 

Typewriters  . 

3.1 

Argentina  . 

2.4 

89.03.01 

Special  vessels  . 

2.0 

Trinidad  and 

Tobago  . 

2.0 

Mexico 

28.40.3.05 

Sodium  polyphosphate  . 

2.3 

Chile  . 

2.1 

29.39 

Hormones,  natural  or  reproduced  by  synthesis  . 

4.4 

Panama  . 

3.1 

30.03 

Medicaments  for  internal  use  . 

2.0 

Central  America  . 

1.4 

38.19 

Chemical  products  for  use  in  industry  . 

2.5 

Argentina  . 

1.4 

49.01.9.01 

Printed  books  and  pamphlets  . 

9.3 

All  countries 

Colombia 

68.12.0.01 

Pipes  of  asbestos  cement  . 

2.1 

Venezuela  . 

1.9 

Chile 

48.01.1.01 

Newsprint  . 

8.3 

All  countries  ex- 

cept  Bolivia  and 

Central  America 

48.01.9.05 

Paper  and  paperboard  . 

2.9 

Argentina  . 

1.0 

Brazil  . 

0.9 

74.04 

Copper  wire  . 

4.2 

Venezuela 

2.7 

Venezuela 

73.18.2 

Seamless  tubes  and  pipes  of  iron  or  steel  . 

4.8 

Colombia  . 

4.2 

Costa  Rica 

31 

Chemical  fertilizers  . 

2.8 

Panama  . 

1.2 

Nicaragua  . 

1.0 

El  Salvador 

38.11 

Insecticides  . 

3.7 

Guatemala  . 

1.6 

Honduras  . 

1.0 

Nicaragua  . 

0.9 

48.16.0.01 

Paper  bags  . 

3.4 

Guatemala  . 

2.1 

55 

Cotton  fabrics  . 

4.4 

Guatemala  . 

1.7 

Honduras  . 

1.4 

55.05.0.01 

Cotton  yarns  and  threads  . 

4.3 

Costa  Rica . 

3.1 

64.02.0.98 

Footwear  . 

2.8 

Honduras  . 

1.2 
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Table  6  ( continued ) 

(. Millions  of  dollars) 


NABALALC 

Total 

Main  purchasing  countries 

classification 

of  ex¬ 
ports 

Name 

Value 

85 

Electrical  machinery  and  equipment  . 

3.5 

Costa  Rica . 

1.2 

Guatemala  . 

1.0 

31 

Chemical  fertilizers  . . 

2.2 

Guatemala  . 

2.0 

Guatemala 

34.05.0.99 

Soaps  . 

2.0 

Costa  Rica  . 

0.6 

El  Salvador  . 

0.6 

40.11.2 

Rubber  tires  and  inner  tubes  . 

2.7 

El  Salvador  . 

1.2 

55 

Cotton  fabrics  . 

3.0 

El  Salvador  . 

1.6 

58.04.099 

Other  fabrics,  n.e.s . 

4.3 

Nicaragua  . 

1.2 

Costa  Rica . 

1.0 

Honduras 

243.02.00 

Wood,  sawn,  planed,  tongued,  of  coniferous  species  .  .  . 

3.6 

Jamaica  . 

1.6 

El  Salvador  . 

1.0 

Trinidad  and  Tobago 

31.02.0.04 

Ammonium  sulphate  . 

3.0 

Jamaica  . 

0.8 

Dominican  Repub¬ 
lic  . 

0.6 

Source:  ECLA,  based  on  INTAL,  La  proyeccion  externa  de  la  industria  en  America  Latina. 
Note :  Only  includes  items  of  a  value  of  more  than  2  million  dollars. 


21  (II)  of  the  United  Nations  Conference  on 
Trade  and  Development”.5 

The  initiation  of  action  to  expand  or  im¬ 
prove  concessions  is  thus  a  task  that  should 
be  given  priority  attention.  Among  the  aspects 
worth  considering  are  the  following:6 

Although  it  is  recognized  that  the  preferences 
granted  are  temporary  (initially  for  a  period  of 
10  years),  the  fact  that  they  can  be  withdrawn 
in  whole  or  in  part  at  any  time  creates  a  situa¬ 
tion  of  uncertainty  that  has  an  inhibiting  ef¬ 
fect  on  activities  or  forms  of  production  re¬ 
quiring  relatively  long  lead  times.  It  would 
therefore  be  advisable  to  establish  some  kind 


5  The  commitments  alluded  to,  namely,  implemen¬ 
tation  of  arrangements  before  the  end  of  1971  and 
efforts  for  the  further  improvement  of  concessions, 
were  also  incorporated  in  paragraph  32  of  the  Inter¬ 
national  Development  Strategy. 

6  The  UNCTAD  secretariat  has  prepared  a  report 
summarizing  the  characteristics  and  modus  operandi 
of  preferential  arrangements,  on  the  basis  of  the  regu¬ 
lations  adopted  by  the  countries  that  have  already 
implemented  such  arrangements  or  the  offers  com¬ 
municated  to  the  Special  Committee  on  Preferences 
by  countries  that  have  not  yet  implemented  them.  See 
“The  Generalized  System  of  Preferences”  (TD/B/ 
124),  dated  12  November  1971. 


of  procedure  (perhaps  within  the  standing  ma¬ 
chinery  for  supervision)  to  be  followed  in  the 
event  of  the  suspension  or  withdrawal  of  con¬ 
cessions,  with  the  developing  countries  likely 
to  be  affected  being  given  an  opportunity  to 
propose  alternative  measures. 

Although  the  tariff  exemptions  or  reductions 
granted  to  the  developing  countries  should  not 
hamper  further  progress  in  liberalizing  world 
trade  on  the  basis  of  most-favoured-nation 
treatment,  it  is  essential  to  maintain  a  margin 
of  tariff  preference  in  favour  of  the  developing 
countries  vis-a-vis  the  developed  countries. 
Accordingly,  whenever  developed  countries  re¬ 
duce  or  eliminate  the  duties  applicable  under 
the  most-favoured-nation  clause,  they  should 
adopt  measures  to  maintain  a  margin  of  pref¬ 
erence  in  favour  of  the  developing  countries 
or  adopt  other  measures  to  compensate  for 
the  elimination  of  this  margin. 

Saving  clauses  should  be  applied  only  in  the 
last  resort  by  the  developed  countries,  and 
should  be  invoked  only  when  all  other  possi¬ 
bilities  for  action  have  been  exhausted.  The 
main  objective  of  preferential  tariff  arrange¬ 
ments  is  to  step  up  the  flow  of  imports  of  man¬ 
ufactures  and  semi-manufactures  from  the  de- 
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veloping  countries,  and  if  this  increased  trade 
flow  gives  rise  to  the  suspension  or  withdrawal 
of  concessions,  or  to  the  application  of  addi¬ 
tional  restrictive  measures,  this  objective  is 
automatically  nullified.  Generally  speaking,  the 
difficulties  that  a  greater  flow  of  imports  may 
cause  to  industries  or  enterprises  in  the  devel¬ 
oped  countries  should  be  solved  by  govern¬ 
mental  assistance  programmes,  as  agreed  in 
paragraph  35  of  the  International  Development 
Strategy. 

During  the  discussions  leading  up  to  the 
negotiation  of  the  system  of  preferences — and 
even  more  afterwards,  when  the  exceptions, 
limitations  and  saving  clauses  included  in  each 
scheme  were  made  known — it  was  frequently 
said  that  the  system  would  benefit  only  a  few 
developing  countries.  This  view  was  based,  on 
the  one  hand,  on  general  recognition  of  the 
fact  that  only  a  small  number  of  developing 
countries  are  genuinely  in  a  position  to  export 
manufactures  and  semi-manufactures  and,  on 
the  other,  on  the  reluctance  demonstrated  by 
the  developed  countries  from  the  outset  to 
include  processed  agricultural  products  in  their 
preferential  arrangements.  To  be  sure,  one  of 
the  objectives  of  preferential  treatment  in 
favour  of  the  developing  countries  is  to  create 
incentives  for  the  export  of  manufactures  and 
semi-manufactures,  but  manufacturing  activity 
in  the  majority  of  developing  countries  consists 
mainly  or  virtually  exclusively  of  the  processing 
of  agricultural  products  or  other  raw  materials 
— that  is  to  say,  exactly  the  kind  of  products 
with  respect  to  which  the  developed  coun¬ 
tries  are  afraid  to  expose  themselves  to  compe¬ 
tition  from  more  efficient  producers.  By  way  of 
illustration,  it  may  be  useful  to  look  at  the 
number  of  products — in  Chapters  1-24  of  the 
BTN — that  are  included  in  the  preferential  sys¬ 
tem  of  the  European  Economic  Community. 
According  to  its  official  statement,  the  EEC 
granted  concessions  covering  the  importation 
of  some  150  processed  agricultural  products 
(coming  under  chapters  1-24  of  the  BTN)  to 
the  value  of  approximately  30  million  dollars 
from  the  developing  countries.7  If  it  is  also 
considered  that  the  preference  consists  of  the 
reduction  rather  than  the  elimination  of  cus¬ 
toms  duties,  it  can  be  concluded  that  the  pref¬ 
erential  treatment  granted  to  the  products  of 
interest  to  most  of  the  developing  countries 
is  really  of  very  limited  scope. 


7  See  “La  Comunidad  Europea  y  los  paises  del 
tercer  mundo” ,  Documeptos  de  la  Comunidad  Euro¬ 
pea,  No.  13,  September  1971,  p.  8. 


In  the  case  of  the  EEC  it  is  relevant  to  con¬ 
sider  that  the  shortcomings  of  the  preferential 
treatment  offered  for  processed  agricultural 
products  are  due  not  only  to  the  need  to 
maintain  a  degree  of  protection  for  domestic 
production,  but  also  to  the  need  to  maintain 
a  margin  of  preference  in  favour  of  the  Asso¬ 
ciated  States  of  the  Community.  It  is  stated 
in  this  connexion  in  the  EEC  paper  already 
referred  to8  that  the  Community’s  offer  does 
not  seem  to  be  particularly  bold  as  regards 
processed  agricultural  products,  mainly  because, 
while  the  concept  of  generalized  preferences  for 
manufactures  is  unanimously  recognized  at  the 
international  level,  there  is  still  far  from  unani¬ 
mous  acceptance  at  the  moment  of  the  concept 
of  generalized  preferences  for  processed  agri¬ 
cultural  products.  The  paper  goes  on  to  give 
other  reasons  for  this  that  are  more  specific 
to  the  European  Community  and  restrict  its 
room  for  manoeuvre.  First  of  all,  the  way  in 
which  the  agricultural  markets  are  organized 
in  the  Community  results  in  a  substantial  re¬ 
duction  in  the  possibilities  of  reducing  customs 
duties  or  charges.  Secondly,  since  processed 
agricultural  products  are  of  real  and  growing 
importance  for  the  Associated  African  and 
Malagasy  States  and  for  the  other  States  asso¬ 
ciated  with  the  Community,  providing  gener¬ 
alized  preferences  for  such  products  would 
represent  an  unacceptable  dilution  of  the  ad¬ 
vantages  which  these  countries  enjoy  within 
the  markets  of  the  European  Community. 

Another  indication  of  the  shortcomings  of 
the  EEC’s  preferential  scheme  may  well  be  the 
fact  that  the  quotas  established  for  a  number 
of  products  and  countries  were  completely 
taken  up  within  the  first  two  months  that  the 
scheme  was  in  effect.9  The  exhaustion  of  a 
country’s  quota  in  itself  is  perfectly  reasonable, 
since  it  is  a  means  of  ensuring  that  a  single 
country  does  not  take  up  the  entire  preferential 
quota  allocated  to  a  particular  product.  Never¬ 
theless,  it  is  worth  examining  in  detail  whether 
the  exhaustion  of  the  quotas  for  certain  products 
and  countries  is  due,  as  may  well  be  the  case, 
to  the  fact  that  the  quotas  are  too  small. 
Another  point  that  requires  more  detailed 
study  is  the  question  of  the  regulations  re¬ 
garding  origin,  some  of  which  specify  that  the 
imported  component  of  certain  manufactures 
eligible  for  preferential  treatment  must  not  be 


8  “La  Comunidad  Europea  y  los  paises  del  tercer 
mundo ”,  op.cit.,  p.  9. 

9  According  to  information  published  in  Europe, 
issues  of  5  and  21  October  and  4  November  1971. 
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greater  than  5  per  cent,  which  is  an  excessively 
small  proportion. 

It  should  be  noted  that  the  above  comments 
on  certain  aspects  of  the  EEC  preferential 
scheme  are  not  made  in  a  critical  spirit  but 
are  simply  to  illustrate  the  issues  that  will  have 
to  be  examined  and  evaluated  by  the  standing 
machinery  for  the  supervision  of  preferential 
schemes,  so  as  to  ensure  that  such  schemes 
really  fulfil  the  objectives  for  which  they  were 
designed.  It  must  be  acknowledged,  in  this 
connexion,  that  the  European  Economic  Com¬ 
munity  was  the  first  trading  area  to  put  into 
effect  a  system  of  generalized  preferences,  and 
that  months  later  many  other  developed  market 
economy  and  socialist  countries  have  not  yet 
announced  the  starting  date  or  coverage  of 
their  respective  schemes. 

The  annex  lists  the  products  in  BTN  chapters 
1-24  which  the  Latin  American  countries  re¬ 
quested  to  be  included  in  preferential  systems, 
and  indicates  the  countries  that  agreed  to  in¬ 
clude  them.  The  fist,  of  course,  only  notes  the 
countries  in  which  the  products  were  not 
already  included  in  the  preferential  system,  and 
it  gives  no  indication  of  the  effective  coverage 
of  the  concessions  granted  (customs  tariff  ex¬ 
emptions,  reductions,  free  tariff  quotas,  etc.) 
by  some  countries. 

(b)  Reduction  and  elimination  of  non-tariff 
barriers 

Activities  in  the  field  of  non-tariff  barriers 
by  the  UNCTAD  Committee  on  Manufactures 
and  the  GATT  Committee  on  Trade  in  In¬ 
dustrial  Products  have  led  to  a  great  deal  of 
progress  in  the  identification,  classification  and 
evaluation  of  the  impact  of  such  barriers  on 
the  developing  countries’  exports.  The  studies 
presented  by  the  UNCTAD  secretariat  on  a 
list  of  products  considered  to  be  of  current  or 
potential  export  interest  to  the  developing 
countries  describe  a  number  of  different  non¬ 
tariff  barriers  standing  in  the  way  of  each  of 
them,  while  the  compilation  made  by  the  GATT 
secretariat  is  based  on  approximately  800  noti¬ 
fications  by  its  members,  classified  initially  in 
five  groups:  (i)  state  trade;  (ii)  customs  and 
administrative  formalities  in  respect  of  imports; 
(iii)  standards  applicable  to  imported  and 
domestically  produced  goods;  (iv)  quantitative 
restrictions  and  similar  measures,  and  (v)  re¬ 
strictions  on  imports  and  exports  through  the 
pricing  mechanism. 

An  initial  examination  of  the  notifications 
made  to  GATT  revealed  that  non-tariff  barriers 


were  a  generalized  and  multilateral  problem 
for  which  either  there  were  no  suitable  inter¬ 
national  standards,  or  in  respect  of  which 
existing  standards  were  not  interpreted  uni¬ 
formly  for  all  countries  or  were  not  fully 
applied.  Other  restrictions  related  to  measures 
that,  in  the  view  of  one  or  more  countries, 
contradicted  existing  commitments.  With  a 
view  to  undertaking  a  more  detailed  analysis, 
the  GATT  Committee  on  Trade  in  Industrial 
Products  agreed  to  prepare  a  selective  list  of 
the  different  types  of  barriers  and  to  set  up  five 
working  groups  to  explore  the  possibilities  of 
adopting  specific  measures  to  eliminate  or  re¬ 
duce  them  and  formulating  rules  of  conduct  in 
the  matter.  Three  types  of  restrictions  were 
chosen  from  the  selective  list  of  measures  and 
given  priority  for  examination  and  study, 
namely  (i)  customs  valuations  systems  and 
practices;  (ii)  international  standards,  with 
particular  reference  to  packaging,  labelling  and 
marking,  and  (iii)  import  licensing  systems. 
The  fact  that  priority  has  been  assigned  to  the 
study  of  these  three  types  of  restrictions  does 
not  mean  that  work  will  not  continue  on  the 
other  types. 

This  brief  outline  of  the  work  that  is  being 
carried  out  in  relation  to  non-tariff  barriers 
shows  that,  within  the  standing  machinery  of 
UNCTAD  and  GATT,  serious  attention  is 
being  given  to  studying  the  kind  of  action  that 
might  be  agreed  upon  to  achieve  progress  in  a 
field  that  has  been  virtually  ignored  in  trade 
negotiations  over  the  past  20  years.  The  two 
methods  being  used  to  study  the  issue  (product- 
by-product  in  UNCTAD  and  by  type  of  restric¬ 
tions  in  GATT)  are  not  mutually  exclusive, 
although  the  former  method  would  seem  to 
offer  the  developing  countries  solutions  over 
the  short  term  since  it  concentrates  efforts  on 
a  selective  list  of  products  of  major  export 
interest  to  them.  The  work  of  the  UNCTAD 
Committee  on  Manufactures  has  been  hindered, 
however,  by  the  position  adopted  b)  some 
developed  countries,  namely  that  there  should 
be  no  duplication  of  work  being  done  by  other 
bodies,  which  was  the  reason  given  for  opposing 
the  creation  of  an  intergovernmental  group  to 
formulate  specific  proposals  on  the  elimination 
and  reduction  of  non-tariff  barriers.  A  draft 
resolution  presented  by  the  developing  coun¬ 
tries,  which  did  not  obtain  the  support  of  the 
developed  countries,  was  referred  to  the  third 
session  of  UNCTAD.  Action  by  the  developing 
countries  at  this  forthcoming  session  could  be 
focused  on  two  objectives: 
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The  creation  of  an  intergovernmental  group  of 
non-tariff  barriers  with  a  sufficiently  flexible 
mandate  to  enable  it  to  formulate  specific 
proposals  for  the  elimination  or  reduction 
of  such  barriers; 

Agreement  on  a  clearly  defined  programme  of 
multilateral  negotiations  in  respect  of  prod¬ 
ucts  of  major  export  interest  to  the  develop¬ 
ing  countries  that  are  subject  to  non-tariff 
barriers,  the  removal  of  which  would  be 
assigned  top  priority.10 

(c)  Adjustment  assistance  measures 

The  effect  of  international  measures  designed 
to  achieve  a  greater  liberalization  of  trade  and 
improved  access  to  markets,  in  order  to  pro¬ 
mote  the  expansion  of  the  developing  coun¬ 
tries’  exports,  may  well  be  seriously  curtailed  if 
the  growth  of  such  exports  leads  the  developed 
countries  to  apply  restrictions  based  on  general 
saving  clauses  or  on  a  criterion  such  as  “market 
disruption”.  The  recommendation  in  annex 
A.III.6  of  the  Final  Act  of  the  first  session  of 
UNCTAD  noted  that  the  developed  countries 
should  adopt  programmes  and  measures  de¬ 
signed  to  facilitate  the  adaption  and  adjustment 
of  industries  and  workers  where  these  might 
be  adversely  affected  by  increased  imports  from 
the  developing  countries,  as  a  prerequisite  for 
ensuring  that  the  measures  recommended  in 
favour  of  the  expansion  of  exports  of  manu¬ 
factures  and  semi-manufactures  by  developing 
countries  were  fully  effective.  This  recommen¬ 
dation  took  account  of  GATT  experience  in 
studying  the  application  of  restrictions  based 
on  the  concept  of  “market  disruption”.  At  the 
time  it  did  not  prove  possible  to  reach  a 
solution  acceptable  to  all  the  members  of 
GATT,  and  consequently  efforts  to  lay  down 
rules  in  the  matter  were  abandoned.  Subse¬ 
quently,  the  GATT  Committee  on  Trade  and 
Development  set  up  a  Group  of  Experts  on 
Adjustment  Assistance  Measures  with  the  task 
of  analysing  information  on  the  measures  the 
developed  countries  were  applying  or  intended 
to  apply  to  promote  adjustments  in  their  pro¬ 
duction  structures  so  as  to  favour  the  expansion 


10  The  UNCTAD  secretariat  has  prepared  a  num¬ 
ber  of  studies  on  non-tariff  barriers  which  have  been 
examined  in  the  Committee  on  Manufactures.  See  in 
particular  “An  analysis  of  the  effects  of  non-tariff 
barriers  in  developed  market  economy  countries  on 
selected  product  groups  of  export  interest  to  develop¬ 
ing  countries”  (TD/B/C.2/R.2),  dated  5  February 
1971,  and  “Products  or  product  groups  of  export 
interest  to  developing  countries  subject  to  non-tariff 
harriers  in  developed  market  economy  countries” 
(TD/B/C.2/R.3),  dated  30  December  1970. 


of  trade  in  products  of  export  interest  to  the 
developing  countries  and  increase  their  imports 
from  them.  This  implied  a  substantial  change 
in  the  approach  to  the  issue  since,  instead  of 
trying  to  establish  principles  or  rules  for  the 
application  of  restrictions  on  the  grounds  of 
alleged  “market  disruption”,  it  was  recognized 
that  the  solution  lay  in  promoting  the  necessary 
structural  adjustments  in  the  industries  or  enter¬ 
prises  affected  by  competition  from  imports 
from  the  developing  countries. 

In  this  connexion,  a  distinction  should  be 
made  between  the  problems  that  derive  from  an 
increase  in  imports  of  a  product  or  product  group 
and  those  that  stem  from  an  over-all  disequilib¬ 
rium  in  the  balance  of  payments.  In  the  former 
case,  priority  should  go  to  measures  for  the  adap¬ 
tation  and  adjustment  of  the  industries  or  enter¬ 
prises  affected  and  for  the  retaining  of  workers 
and  their  reorientation  towards  other  activities; 
in  the  latter,  although  a  balance-of-payments 
disequilibrium  may  be  identified  with  an  in¬ 
crease  in  imports,  corrective  measures  should 
be  directed,  in  the  first  instance,  towards  the 
monetary  and  financial  aspects  of  domestic  and 
international  policy,  and  recourse  should  be  had 
to  existing  international  machinery  to  promote 
the  restoration  of  equilibrium.  In  no  event 
should  restrictions  be  applied  to  imports  from 
the  developing  countries  for  balance-of-pay¬ 
ments  reasons. 

The  International  Development  Strategy 
(paragraph  35)  reiterated  the  undertaking  of 
the  developed  countries  to  adopt  measures  and 
evolve  programmes  for  assisting  the  adaptation 
and  adjustment  of  industries  and  workers  in 
situations  where  they  are  or  may  be  adversely 
affected  by  increased  imports  of  manufactures 
and  semi-manufactures  from  developing  coun¬ 
tries.  The  UNCTAD  Committee  on  Manufac¬ 
tures,  when  it  examined  the  measures  applied 
by  some  developed  countries,  noted  that  the 
measures  adopted  so  far  had  been  marginal  in 
nature  and  that  it  was  important  to  evolve  pro¬ 
grammes  of  broader  scope,  bearing  in  mind  the 
prospects  opened  up  by  systems  of  tariff  prefer¬ 
ences  for  the  exports  of  manufactures  and 
semi-manufactures  from  developing  countries. 

(d)  Restrictive  trade  practices 

The  UNCTAD  secretariat  has  only  relatively 
recently  begun  to  look  into  the  effect  of  restric¬ 
tive  trade  practices  on  the  trade  of  the  develop¬ 
ing  countries.  This  issue,  however,  has  been  the 
subject  of  a  great  deal  of  discussion  in  the  past. 
Chapter  V  of  the  Havana  Charter  was  in  fact 
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the  first  attempt  to  establish  standards  on 
restrictive  trade  practices,  which  were  defined 
as  measures  adopted  by  public  or  private  enter¬ 
prises  that  restrict  competition,  limit  access  to 
markets,  or  foster  monopoly  control.  Around 
1955,  several  developed  GATT  member  coun¬ 
tries  proposed  a  revision  of  the  General  Agree¬ 
ment  with  a  view  to  incorporating  provisions 
to  cover  restrictive  practices.  Since  it  proved 
impossible  to  secure  agreement  on  the  revision, 
the  Contracting  Parties  took  a  decision  on 
Arrangements  for  Consultations  on  Restrictive 
Business  Practices,  under  which  any  member 
country  may  request  bilateral  or  multilateral 
consultations  for  the  purpose  of  reaching  a 
solution  satisfactory  to  the  interested  parties. 

This  system  of  consultations  has  not  proved 
to  be  a  satisfactory  procedure,  as  far  as  the 
interests  of  the  developing  countries  are  con¬ 
cerned,  for  in  practice  it  is  confined  to  trying 
to  solve  disputes  between  countries,  when  what 
is  really  needed  is  to  identify  the  nature  and 
form  of  restrictive  trade  practices  and  their 
effect  on  the  trade  of  the  developing  countries. 
The  study  prepared  by  the  UNCTAD  secre¬ 
tariat11  has  this  aim,  and  although  it  is  pre¬ 
liminary  in  nature  it  contains  a  wealth  of  in¬ 
formation  on  import  cartels,  agreements  on 
regulations  and  contracts  for  the  granting  of 
licences  for  the  use  of  trade  marks,  patents  and 
non-patented  know-how,  and  also  an  analysis 
of  information  supplied  by  a  number  of  de¬ 
veloping  countries. 

Action  by  the  developing  countries  in  this 
field  could  therefore  be  directed  primarily  to¬ 
wards  providing  firm  support  for  the  UNCTAD 
secretariat’s  work  programme,  co-operating 
more  closely  in  such  research  as  is  required, 
and  collaborating  in  the  application  of  the  do¬ 
mestic  or  international  measures  that  are  agreed 
upon. 

4.  Supply  factors  and  the 
operational  framework 

In  recent  years,  while  world  trade  in  manu¬ 
factures  has  been  growing  at  a  rapid  pace, 
Latin  America  has  failed  to  penetrate  the 
market  to  any  great  extent  and  has  remained 
a  marginal  supplier  of  little  importance.12  This 
is  attributable,  inter  alia,  to  the  following: 

(i)  Latin  America’s  exports  of  manufac¬ 
tures  to  markets  in  the  developed 

11  See  “Restrictive  trade  practices”,  a  preliminary 
report  prepared  by  the  UNCTAD  secretariat  (TD/B/ 
C. 2/104). 

12  In  1968,  the  developed  countries  as  a  whole  pur¬ 
chased  manufactures  to  the  value  of  about  100,000 


countries  consist  of  a  small  range  of 
traditional  products  that  have  not  gone 
through  much  more  than  the  first 
stages  of  processing  and  for  which 
world  demand  in  the  developed  coun¬ 
tries  has  grown  at  a  significantly  slower 
pace  than  for  manuactures  as  a  whole; 

(ii)  The  Latin  American  countries  have 
lost  ground  with  some  of  their  tradi¬ 
tional  exports  to  the  developed  coun¬ 
tries  which  are  continuing  to  be 
displaced  by  goods  from  other  sup¬ 
pliers  (iron  and  steel  products,  textiles, 
worked  wood,  beverages  and  tobacco, 
etc.); 

(iii)  The  increase  in  demand  from  the 
developed  countries  has  been  for  the 
more  complex  manufactures  or  those 
with  a  high  degree  of  added  value,  for 
which  Latin  America  does  not  possess 
either  installed  capacity  of  the  right 
scale  or  cost  and  quality  levels  that 
would  enable  it  to  compete  in  world 
markets. 

In  view  of  the  above,  it  is  urgently  necessary 
to  orient  Latin  American  supply,  having  regard 
to  the  resources  available,  towards  those  manu¬ 
factures  for  which  world  demand  is  most  dy¬ 
namic,  without  of  course  neglecting  those  man¬ 
ufactures  that  have  traditionally  accounted  for 
the  bulk  of  its  exports. 

There  is  another  set  of  obstacles,  inherent  in 
the  structure  of  production,  that  limit  the 
ability  of  Latin  American  industry  to  compete 
in  world  markets,  such  as: 

(i)  An  industrial  development  strategy 
based  on  import  substitution  and  using 
often  indiscriminate  and  permanent 
protectionist  measures  has  brought 
about  imbalances  in  prices  and  pro¬ 
ductive  systems; 

(ii)  Small  productive  units,  with  outdated 
or  unsuitable  equipment  and  insuffi¬ 
cient  technical,  financial  and  manage¬ 
ment  capability,  are  a  dominant  fea¬ 
ture  of  industry; 

(iii)  Autonomous  technological  develop¬ 
ment  is  lacking  and  there  are  insuffi¬ 
cient  efforts  to  adapt  and  improve  on 
imported  technology; 

million  dollars,  of  which  Latin  America  supplied  1.2 
per  cent  (1.1  per  cent  in  1963).  See  “El  mercado  de 
los  palses  desarrollados  para  productos  manufac- 
turados  latinoamericanos”  (ST/ECLA/Conf.37/ 
L.24) . 
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(iv)  Both  monopolies  and  oligopolies  exist 
in  industry,  which  generally  has  a 
large  amount  of  idle  capacity  and  is 
unconcerned  about  the  problems  of 
industrial  productivity  and  efficiency; 

(v)  The  potential  of  international  enter¬ 
prises — which  are  in  the  most  dynamic 
sectors  of  industrial  activity — as  export 
agents  has  now  been  fully  utilized. 
These  enterprises  dispose  of  sufficient 
financial  resources  to  enable  them  to 
take  full  advantage  of  economies  of 
scale  in  production  and  distribution, 
as  well  as  to  undertake  research  to 
improve  products  and  processes. 

Added  to  the  structural  problems  that  have 
affected  Latin  American  industry’s  ability  to 
establish  stable  and  significant  export  flows  of 
manufactures,  there  are  also  other  obstacles 
hampering  the  transport,  distribution  and  mar¬ 
keting  of  manufactures.  Domestic  transport  is 
costly,  port  facilities  are  inadequate,  there  are 
problems  in  handling  and  deliveries  are  irregu¬ 
lar,  all  of  which  makes  it  difficult  to  co-ordinate 
the  potential  supply  with  effective  export  pro¬ 
grammes.  In  some  countries  of  the  region,  ex¬ 
port  financing  and  the  lack  of  proper  insurance 
facilities  are  key  problems  in  expanding  ex¬ 
ports  of  manufactures,  and  these  problems  are 
intensified  as  a  result  of  the  terms  that  exporters 
in  other  regions  are  able  to  offer  and  the  prefer¬ 
ences  of  consumers  for  those  sources  of  supply 
that  offer  the  most  advantageous  terms  for  pay¬ 
ment. 

5.  Lines  of  action  concerning  industrial  supply 

The  Latin  American  countries  are  initiating 
a  number  of  programmes  and  activities  to  re¬ 
orient  industry  with  a  view  to  supplying  the 
world  market.  The  success  of  these  over  the 
short  and  medium  term  will  depend,  inter  alia, 
on  the  degree  of  development  and  efficiency 
achieved  by  the  various  branches  of  industrial 
activity,  the  size  of  the  domestic  market  and  the 
availability  of  natural  resources  in  each  country. 
In  some  countries,  expanding  export  potential 
requires  the  partial  or  total  restructuring  of 
certain  sectors  or  branches  of  industry;  in 
others,  where  industrial  activity  is  still  at  an 


early  stage,  the  problem  is  how  to  create  an 
industrial  supply  for  the  future.  In  order  to 
modify  the  structure  of  industry,  action  is 
necessary  in  such  areas  as  the  following: 

(i)  Level  of  protection:  In  order  to  deter¬ 
mine  what  modifications  are  required, 
it  is  necessary  to  gain  a  more  detailed 
idea  of  the  structure  of  industry,  if 
necessary  at  the  individual  enterprise 
level. 

(ii)  Legislation  covering  foreign  enter¬ 
prises:  In  order  to  encourage  foreign 
enterprises  to  start  exporting  or  to 
expand  their  exports,  particularly  to 
the  developed  countries,  to  plan  their 
future  export  activities  and  to  allocate 
to  plants  established  in  the  region  the 
production  of  goods  which  will  help  to 
disseminate  technology  to  local  indus¬ 
try,  a  number  of  formulas  may  be 
considered,  including  linking  the  facili¬ 
ties  given  for  the  remittance  of  profits 
by  such  enterprises  to  their  export 
performance. 

(iii)  Priority  sectors:  In  selecting  the  sec¬ 
tors  of  industry  with  the  best  export 
prospects,  the  Latin  American  coun¬ 
tries  should  take  into  account:  (a) 
the  short-term  demand  prospects;  (h) 
the  degree  to  which  each  sector  is 
connected  with  the  rest  of  the  produc¬ 
tive  structure;  (c)  the  relative  share 
of  national  and  foreign  enterprises  in 
each  sector,  and  ( d )  labour,  capital 
and  foreign  exchange  requirements. 

(iv)  Financing  of  projects:  The  possibilities 
of  exporting  manufactures  are  usually 
determined  at  the  time  when  invest¬ 
ment  projects  are  formulated.  It  will 
be  of  little  use  establishing  a  system  of 
export  incentives  and  setting  up 
specialized  bodies  if  industrial  supply 
remains  bound  to  the  patterns  of  the 
domestic  market.  Hence,  in  the  criteria 
used  in  evaluating  projects,  export 
considerations  should  receive  just  as 
much  weight  as  is  assigned  to  them  in 
development  plans  and  programmes. 
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IMPACT  OF  ECONOMIC  GROUPINGS  OF  DEVELOPED  COUNTRIES 


The  impact  of  economic  groupings  of  devel¬ 
oped  countries  on  trade  has  been  one  of  the 
main  concerns  of  developing  countries  in 
recent  years  and  has  been  given  great  attention 
by  UNCTAD.  At  its  first  session,  UNCTAD 
stressed  the  importance  of  this  problem  and 
recommended  that  “developed  countries  par¬ 
ticipating  in  regional  economic  groupings  should 
do  their  utmost  to  ensure  that  their  economic 
integration  does  not  cause  injury  to,  or  other¬ 
wise  adversely  affect,  the  expansion  of  their 
imports  from  third  countries,  and  in  particular 
from  developing  countries,  either  individually 
or  collectively”.1 

The  Charter  of  Algiers  adopted  by  the 
developing  countries  just  before  the  second 
session  of  UNCTAD  again  stressed  this  ques¬ 
tion,  highlighting  the  following  points: 

( a )  Regional  economic  groupings  of  devel¬ 
oped  countries  should  avoid  discrimi¬ 
nating  against  developing  countries’ 
exports  of  manufactures,  semi-manufac¬ 
tures  and  primary  products  (particularly 
temperate  and  tropical  agricultural 
commodities ) ; 


1  General  Principle  Nine  of  recommendation  A.1.1. 


( b )  The  expansion  of  such  groupings  should 
not  increase  the  incidence  of  any 
discrimination; 

(c)  Regional  economic  groupings  of  devel¬ 
oped  countries  should  take  measures 
to  ensure  freer  access  for  the  exports 
of  developing  countries. 

The  Trade  and  Development  Board  also 
analysed  the  problem  at  its  last  two  sessions 
(tenth  and  eleventh)  and  decided  to  include  it 
in  the  agenda  of  the  third  session  of  UNCTAD. 

Lastly,  in  the  Declaration  of  Lima,  the  three 
geographical  groupings  of  developing  countries 
expressed  the  regional  views  on  this  question, 
some  of  the  Latin  American  countries  insisting 
that  the  regional  groupings  of  developed  coun¬ 
tries  should  base  their  policies  vis-a-vis  the 
developing  countries  on  the  principles  of  non¬ 
reciprocal  and  non-discriminatory  preferential 
treatment,  and  such  developed  countries  as 
had  not  already  done  so  should  accede  to  the 
commodity  agreements  in  view  of  the  generally 
adverse  effects  of  the  expansion  of  regional 
groupings  of  developed  countries  on  the  world 
markets  for  commodities. 


A.  RELATIONS  WITH  THE  EUROPEAN  ECONOMIC  COMMUNITY 


1 .  General  considerations 

Since  the  signing  of  the  Treaty  of  Rome, 
Latin  America  has  paid  constant  attention  to 
its  relations  with  the  countries  of  the  European 
Economic  Community,  endeavouring  to  ensure 
that  its  interests  are  not  adversely  affected  as 
a  result  of  the  integration  policies  and  machin¬ 
ery.  Its  concern  is  fully  justified  when  it  is 
considered  that  the  Latin  American  countries 
currently  sell  over  20  per  cent  of  their  exports 
to  the  Community  and  that  with  the  entry  of 
the  United  Kingdom  and  other  European 
countries  it  will  be  as  important  a  market 
for  Latin  America  as  the  United  States. 

The  Latin  American  countries  are  at  present 
concerned  about  three  basic  problems  in  their 
future  trade  relations  with  the  Community: 


(a)  The  common  agricultural  policy,  which, 
by  increasing  EEC’s  self-sufficiency,  is 
likely  to  restrict  imports  from  third 
countries; 

( b )  The  EEC’s  preferential  agreements  con¬ 
cluded  with  nearly  all  the  Mediterranean 
countries  and  many  African  States. 
Most  of  these  agreements  are  incom¬ 
patible  with  the  provisions  of  GATT, 
discriminate  against  third  countries,  and 
are  in  direct  conflict  with  the  desire  for 
multilateralization  of  world  trade,  and 

(c)  The  accession  of  new  members,  particu¬ 
larly  the  United  Kingdom,  which  may 
affect  Latin  American  agricultural  ex¬ 
ports  if  the  basic  principles  of  the 
common  agricultural  policy  are  extended 
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to  the  expanded  Community  and  the 
preference  area  spreads. 

Prospects  for  more  effective  co-operation 
between  Latin  America  and  the  Community 
have  improved  considerably  in  the  last  few 
months  with  the  establishment  of  machinery 
for  a  continuing  dialogue  oriented  on  the  basis 
of  the  objectives  set  forth  in  the  Declarations  of 
Buenos  Aires2  and  Brussels.  As  stated  in  the 
joint  document  approved  on  18  June  1971,  the 
purpose  of  this  machinery  is  to  explore  possible 
solutions  to  problems  connected  with  their 
economic  and  trade  relations  with  a  view  to 
working  out  non-preferential  formulas  for  the 
expansion  and  diversification  of  reciprocal 
trade.  The  two  meetings  which  have  taken  place 
thus  far  have  made  possible  an  exchange  of 
views  regarding  future  co-operation  between 
the  two  regions  and  the  identification  of  prob¬ 
lems  for  discussion  and  solution.  It  is  hoped 
that  a  joint  meeting  at  the  ministerial  level  can 
be  held  in  1972  to  decide  on  specific  measures 
concerning  those  points  on  which  the  consul¬ 
tation  machinery  has  reached  sufficient  agree¬ 
ment. 

After  the  first  meeting  of  Ambassadors 
(June  1971)  a  joint  Declaration  was  issued 
which  stated,  inter  alia,  that  the  dialogue 
initiated  would  serve  to:  explore  the  possibili¬ 
ties  of  solving  problems  connected  with  their 
economic  and  trade  relations;  find  non-prefer¬ 
ential  formulas  for  the  expansion  and  diversi¬ 
fication  of  their  trade,  without  prejudice  to  the 
benefits  that  might  be  accorded  by  the  Com¬ 
munities  under  the  generalized  system  of 
preferences;  examine  questions  related  to  the 
defence  of  their  own  interests,  without  question¬ 
ing  their  respective  policies;  provide  a  frame  of 
reference  to  facilitate  the  development  of  rela¬ 
tions  between  the  Latin  American  countries 
and  the  Communities  so  that  the  dialogue 
would  supplement,  without  impairing,  the  bi¬ 
lateral  relations  between  one  or  more  Latin 
American  countries  and  one  or  more  member 
States  or  the  Community  itself;  examine  certain 
questions  discussed  at  international  meetings 

2  In  the  Declaration  of  Buenos  Aires,  adopted  by 

CECLA  in  July  1970,  measures  are  proposed  for 
“placing  on  an  institutional  status  at  a  high  political 
level  the  dialogue  between  Latin  America  and  the 
European  Communities”  in  order  to  “study  and  make 
decisions  on  matters  related  to  their  relations,  thus 
making  possible  the  achievement  of  the  mutually 
agreed  objectives  of  the  system  to  be  adopted”  and 
“agree  on  solutions,  including  the  conclusion  of 
sectoral  or  global  agreements  in  the  fields  of  com¬ 
merce,  financing,  transportation  and  scientific  and 
technological  co-operation”. 


and  consider  each  party’s  responsibilities  at  the 
international  level  so  as  to  make  a  positive 
contribution  to  the  work  of  the  organizations 
concerned  without  interfering  in  their  activities. 

The  second  meeting  at  the  same  level  was 
held  in  December  1971,  and  at  it  the  Latin 
American  representatives  expressed  their  views 
in  a  memorandum  requesting  the  Community 
to  define  a  global  development  assistance  policy 
which  would  take  particular  account  of  the 
problem  of  the  relatively  less  developed  coun¬ 
tries  and  the  basic  principles  of  the  EEC’s  trade 
policy  with  respect  to  Latin  America.3 

The  memorandum  also  stresses  the  need  to 
study  measures  for  remedying  the  potentially 
adverse  effects  of  the  United  Kingdom’s  entry 
into  the  EEC  on  Latin  American  exports  and 
to  examine  the  problems  connected  with  the 
implementation  of  the  generalized  system  of 
preferences. 

In  the  field  of  financial  assistance,  the  Latin 
American  countries  proposed  that  a  study 
should  be  made  of  the  possible  role  of  the 
European  Investment  Bank  in  the  technical 
study  and  financing  of  development  projects 
in  Latin  America,  and  of  the  possible  establish¬ 
ment  of  a  fund  for  Latin  America.  Lastly,  the 
document  refers  to  the  preparation  of  scientific 
co-operation  agreements  between  the  Com¬ 
munity  and  one  or  more  Latin  American 
countries. 

In  addition  to  the  bilateral  negotiations 
between  Latin  America  and  the  European 
Economic  Community  in  order  to  define  the 
elements  of  co-operation  between  the  two 
regions  within  a  multilateral  context,  negotia¬ 
tions  are  being  carried  on  with  one  or  more 
Latin  American  countries  in  respect  of  special 
agreements  to  cover  their  requirements  in  terms 
of  trade  or  technical  and  financial  assistance, 
such  as  the  non-preferential  agreement  recently 
concluded  with  Argentina,  the  opening  of 
negotiations  with  Uruguay  and  initial  discus¬ 
sions  with  Brazil  and  the  Andean  Group. 

The  agreement  with  Argentina,  covering  a 
period  of  three  years,  provides  for  the  elimina¬ 
tion  of  the  variable  levies  on  Argentine  frozen 
meat  for  EEC  processing  industries,  the  cal- 


In  September  1971  the  Commission  transmitted 
to  the  Council,  the  European  Parliament  and  the 
Economic  and  Social  Committee  a  memorandum  on 
Community  policy  regarding  co-operation  in  the 
development  of  the  third  world,  which  is  expected  to 
open  a  far-reaching  debate  in  the  Community  institu¬ 
tions  on  guidelines  and  mechanisms  for  a  policy  of 
co-operation  with  the  developing  countries. 
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culation  of  the  quota  under  the  General  Agree¬ 
ment  on  Tariffs  and  Trade  in  terms  of  boneless 
meat  and  the  announcement  well  in  advance 
of  the  terms  of  the  variable  levy  on  chilled 
meat.  Argentina  undertook  to  maintain  and 
steadily  increase  its  regular  meat  shipments  to 
the  Community.  A  joint  committee  will  con¬ 
tinue  to  discuss  possible  tariff  concessions  for 
products  of  interest  to  Argentina  and  action 
which  Argentina  could  take  to  encourage 
imports  and  promote  investment  from  the  EEC. 

The  Community  is  currently  negotiating  a 
non-preferential  trade  agreement  with  Uruguay 
under  article  1 1 3  of  the  Treaty  of  Rome,  which 
covers  not  only  questions  connected  with 
reciprocal  trade  relations,  but  also  financial  and 
technical  assistance.  The  Community  is  also 
expected  shortly  to  initiate  the  negotiation  of  a 
non-preferential  agreement  with  Brazil  to  facili¬ 
tate  Brazilian  exports  to  the  EEC  and  solve 
some  financial  and  technical  co-operation 
problems. 

As  regards  the  relations  between  the  EEC 
and  the  Andean  Group,  it  is  felt  that  a  joint 
committee  would  be  a  suitable  forum  for  the 
discussion  of  problems  of  common  interest  and 
would  permit  a  continuing  dialogue  between 
the  Andean  countries  and  the  Community. 

2.  Recent  evolution  of  trade  relations 

Latin  America’s  exports  to  the  European 
Economic  Community  increased  by  7.1  per 
cent  annually  between  1961-1965  and  1966- 
1969:  i.e.,  at  approximately  the  same  rate  as 
the  region’s  total  exports  during  that  period 
and  considerably  faster  than  its  exports  to 
other  developed  regions  (United  States  4.1 
per  cent,  EFTA  3.2  per  cent,  and  the  socialist 
countries  5.3  per  cent)  except  Japan  (see 
table  1).  In  1969  and  1970  Latin  America’s 
exports  to  the  Community  grew  even  more 
rapidly,  so  that  such  exports  ranked  second 
after  those  to  Japan  in  rate  of  expansion,  since 
intra-regional  trade  lost  some  of  its  dynamism 
in  these  two  years,  particularly  1970. 

In  spite  of  its  considerably  increased  pur¬ 
chases  from  Latin  America  over  the  past 
decade,  the  EEC  did  not  substantially  increase 
its  share  in  the  region’s  exports,  which  merely 
rose  from  20  per  cent  in  the  years  1961-1965 
to  21.2  per  cent  in  1966-1969,  owing  to  the 
great  strides  made  by  the  Japanese  market  and 
intra-regional  trade  during  that  period.4  The 

4  Although  its  share  in  Latin  American  exports 
dropped  from  34.3  to  30.1  per  cent,  the  United  States 
is  still  the  main  foreign  market  for  the  region. 


United  Kingdom’s  entry  into  the  Community 
in  1973  will  have  the  effect  of  substantially 
increasing  the  relative  importance  of  this  market 
for  Latin  America,  since,  on  the  basis  of  the 
1970  figures,  the  expanded  Common  Market  is 
expected  to  absorb  26.6  per  cent  of  the  region’s 
total  exports.  If  trade  continues  to  increase  in 
volume  as  it  has  done  in  the  past  decade,  in 
a  few  years’  time  the  expanded  Community 
might  well  constitute  a  market  for  Latin  Amer¬ 
ica  as  big  as  or  even  bigger  than  the  United 
States  market.  Hence  the  importance  attached 
to  the  probable  effects  of  the  expansion  of  the 
European  Economic  Community  on  Latin 
America’s  future  trade  flows. 

The  region’s  imports  from  the  EEC  rose  by 
8.7  per  cent  annually  in  the  period  1961-1965 
to  1966-1969,  which  was  higher  than  the  rate 
for  Latin  American  imports  from  the  United 
States  (7.5  per  cent)  and  EFTA  (8.2  per 
cent).  It  was  lower,  however,  than  the  growth 
rate  for  imports  from  new  suppliers,  i.e., 
Japan,  the  socialist  countries  and  the  Latin 
American  countries  themselves  (see  table  2). 

Despite  the  appreciable  growth  of  its  sales 
to  Latin  America  in  1961-1970,  the  EEC’s 
share  in  the  region’s  total  imports  actually 
declined  slightly  (from  18.8  per  cent  in  1961- 
1965  to  18.6  per  cent  in  1970).  The  trade 
balance  between  Latin  America  and  the  EEC 
is  still  very  much  in  favour  of  the  former, 
although  the  situation  varies  from  country  to 
country  (see  table  3). 

A  review  of  the  trend  of  Latin  America’s 
sales  of  its  main  export  commodities  to  the 
Community  (see  table  4)  completes  the  picture 
of  the  over-all  expansion  which  has  taken  place 
over  the  past  decade. 

Tropical  products  must  be  considered  in  the 
light  of  the  growth  of  similar  exports  from  the 
African  States  associated  with  the  Community, 
which  are  direct  and  preferential  competitors 
in  that  market.  Latin  America’s  coffee  sales 
increased  steadily  between  1958  and  1969, 
when  they  accounted  for  60.8  per  cent  of  the 
Community’s  total  imports  compared  with  53.1 
per  cent  in  1958.  Latin  American  banana 
exports  also  showed  a  satisfactory  trend,  their 
share  of  the  EEC  market  increasing  from  47.5 
per  cent  in  1958  to  55.6  per  cent  in  1969. 
In  both  coffee  and  bananas  the  associated 
African  States  lost  ground  in  the  EEC  market 
during  the  period  under  review.  In  contrast, 
Latin  America’s  supplies  of  cocoa  have  taken 
a  severe  downturn  owing  to  the  steady  decline 
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Source:  United  Nations,  Monthly  Bulletin  of  Statistics,  various  issues. 
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Table  3 

LATIN  AMERICA:  TRADE  WITH  EEC  (EXPORTS,  IMPORTS  AND  TRADE  BALANCE) 

( Millions  of  dollars) 


1961-1965 

1966-1969 

1968 

1969 

LAM  A  . 

.  .  .  .  Total  Ea 

1,716.44 

2,191.38 

2,041.3 

2,410.4b 

Ic 

1,488.30 

1,835.25 

1,899.7 

1,998.8b 

B 

228.14 

356.13 

141.6 

411.6 

Argentina . 

.  E 

547.10 

576.33 

505.3 

588.9 

I 

345.74 

299.08 

275.7 

393.4 

B 

201.36 

277.25 

229.6 

205.5 

Bolivia  . 

.  E 

9.04 

11.901 

11.3 

I 

20.36 

29.101 

30.8 

B 

-11.32 

-17.20 

-19.5 

Brazil  . 

.  E 

356.50 

511.50 

479.9 

683.1 

I 

251.96 

382.05 

447.1 

503.7 

B 

104.54 

129.45 

32.8 

179.4 

Colombia  . 

.  E 

102.82 

126.95 

138.3 

140.1 

I 

98.80 

100.08 

94.3 

100.7 

B 

4.02 

26.87 

44.0 

39.4 

Chile  . 

.  E 

166.50 

341.80 

299.4 

393.8 

I 

122.54 

148.73 

138.8 

173.2 

B 

43.96 

193.07 

160.6 

220.6 

Ecuador  . 

.  E 

30.78 

56.631 

48.4 

I 

35.28 

49.771 

57.4 

... 

B 

-4.50 

6.86 

-9.0 

Mexico . 

.  E 

-49.02 

78.68 

60.8 

80.3 

I 

187.88 

300.23 

321.9 

336.9 

B 

-138.86 

—221.55 

-261.1 

-256.6 

Paraguay  . 

.  E 

5.36 

8.68 

9.1 

10.4 

I 

7.78 

17.75 

17.6 

18.2 

B 

-2.42 

-9.07 

-8.5 

-7.8 

Peru  . 

.  E 

181.50 

227.08 

232.2 

254.8 

I 

126.82 

156.60 

134.7 

128.1 

B 

54.68 

70.48 

97.5 

126.7 

Uruguay  . 

.  E 

61.14 

53.48 

46.1 

68.3 

I 

47.84 

33.48 

32.2 

37.6 

B 

13.30 

20.00 

13.9 

30.7 

Venezuela  . 

.  E 

206.68 

198.35 

210.5 

190.7 

I 

243.30 

318.38 

349.2 

317.0 

B 

-36.62 

-120.03 

-138.7 

-126.3 

CACM  . 

...  Total  E 

147.64 

199.45 

193.9 

164.2® 

I 

121.82 

147.61 

140.8 

136.8e 

B 

25.82 

51.84 

53.1 

27.4 

Costa  Rica  . 

.  E 

27.18 

27.90 

24.2 

33.8 

I 

26.16 

30.10 

28.5 

34.3 

B 

1.02 

-2.20 

-4.3 

-0.5 

El  Salvador  . 

.  E 

46.00 

51.18 

47.1 

51.6 

I 

34.02 

37.15 

33.8 

36.7 

B 

11.98 

14.03 

13.3 

14.9 
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Table  3  ( continued ) 

( Millions  of  dollars) 


1961-1965 

1966-1969 

1968 

1969 

Guatemala  . 

.  E 

36.42 

43.30 

35.2 

49.7 

I 

32.42 

39.13 

42.2 

41.6 

B 

4.00 

3.17 

-7.0 

8.1 

Honduras  . 

12.54 

47.87d 

59.4 

I 

10.72 

15.60d 

13.5 

B 

1.82 

32.27 

45.9 

Nicaragua  . 

.  E 

25.50 

29.20 

28.0 

29.1 

I 

18.50 

25.63 

22.8 

24.2 

B 

7.00 

3.57 

5.2 

4.9 

Other  countries . 

.  E 

24.28 

12.20 

12.8 

8.8 

I 

60.19 

54.40 

58.1 

B 

-35.91 

-42.20 

-45.3 

Panama  . 

.  E 

3.48 

4.30d 

6.8 

I 

17.42 

22.70d 

25.2 

B 

-13.94 

-18.40 

-18.4 

Dominican  Republic  .  . 

.  E 

15.82 

7.90 

6.0 

8.8 

I 

27.42 

31.70d 

32.9 

B 

-11.60 

-23.80 

-26.9 

Cuba  . 

.  E 

4.98 

I 

15.35* 

B 

-10.37 

Total  19  countries 

(excluding 

Haiti)  . 

.  E 

1,888.36 

2,403.03 

2,248.0 

2,583.4 

I 

1,670.31 

2,037.26 

2,098.6 

2,135.6 

B 

218.05 

365.77 

149.4 

447.8 

Caribbean  countries  .  . 

. . . .  Total  E 

61.54 

33.26 

22.3 

27.7 

I 

53.14 

63.68 

62.9 

62.9 

B 

8.40 

-30.42 

-40.6 

-35.2 

Barbados  . 

.  E 

T 

B 

Guyana  . 

.  E 

2.98 

4.78 

4.4 

4.7 

I 

7.86 

13.35 

11.8 

11.5 

B 

-4.88 

-8.57 

-7.4 

-6.8 

Jamaica  . 

.  E 

4.46 

4.60 

3.8 

5.8 

I 

29.28 

33.65 

36.7 

33.4 

B 

-24.82 

-29.05 

-32.9 

-27.6 

Trinidad  and  Tobago  .  . 

.  E 

54.10 

23.88 

14.1 

17.2 

I 

16.00 

16.68 

14.4 

18.0 

B 

38.10 

7.20 

-0.3 

-0.8 

Over-all  Total  E 

1,949.90 

2,436.29 

2,270.3 

2,611.1 

I 

1,723.45 

2,100.94 

2,161.5 

2,198.5 

B 

226.45 

335.35 

108.8 

412.6 

Source:  Direction  of  Trade  Annual.  c  Imports  c.i.f. 

a  Exports  f.o.b.  d  Average  for  1966-1967  and  1968. 

b  Excluding  exports  and  imports  of  Bolivia  and  e  Excluding  exports  and  imports  of  Honduras. 
Ecuador.  f  Average  for  1961-1964. 
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Tablel 

EUROPEAN  ECONOMIC  COMMUNITY:  SHARES  OF  LATIN  AMERICA  ANDI 


(Millions 


071 

Coffee 

072 

Cocoa 

051.3 

Bananas 

a 

011.1 

Beef 

a 

041 

Wheat 

044 

Maize 

081.4 

Meat 

meal  and  t 
fish  meal  1 

1958 

World 

563.0 

232.9 

140.7 

125.6 

281.9 

190.5 

53.9 

Latin  America 

(value)  . 

299.2 

32.0 

66.8 

38.7 

30.9 

66.9 

16.3 

(percentage)  .  . 

53.1 

13.8 

47.5 

30.8 

11.0 

35.1 

30.2 

AAMS 

(value)  . 

161.2 

75.6 

48.5 

1.0 

— 

1.1 

— 

(percentage)  . . 

28.6 

32.5 

34.5 

0.8 

— 

0.6 

0.1 

1962 

World  . 

517.0 

195.4 

164.3 

148.8 

396.4 

375.4 

95.0 

Latin  America 

(value)  . 

313.2 

17.2 

66.7 

44.3 

81.3 

122.2 

73.6 

(percentage)  . . 

60.6 

8.8 

40.6 

29.8 

20.5 

32.6 

77.5 

AAMS 

(value)  . 

119.3 

59.8 

28.7 

0.6 

— 

— 

— 

(percentage)  .  . 

23.1 

30.6 

17.5 

0.5 

— 

— 

— 

1966 

World  . 

703.5 

205.4 

258.2 

421.5 

368.6 

764.9 

141.2 

Latin  America 

(value)  . 

407.1 

11.9 

126.8 

118.1 

45.6 

235.2 

96.6 

(percentage)  . . 

57.9 

5.8 

49.1 

28.0 

12.4 

30.8 

68.4 

AAMS 

(value)  . 

152.5 

76.1 

56.2 

1.6 

— 

— 

0.2 

(percentage)  .  . 

21.7 

37.1 

21.8 

0.4 

— 

0.2 

1968 

World  . 

745.0 

311.0 

236.6 

498.4 

430.6 

674.7 

143.6 

Latin  America 

(value)  . 

4,440.0 

18.2 

126.0 

69.7 

39.8 

167.9 

86.1 

(percentage)  .  . 

59.1 

5.9 

53.3 

14.0 

9.2 

24.9 

60.0 

AAMS 

(value)  . 

169.2 

114.3 

48.6 

1.0 

— 

— 

— 

(percentage)  .  . 

22.7 

36.8 

20.6 

0.2 

— 

0.1 

1969 

World  . 

784.9 

418.1 

239.4 

573.4 

599.3 

638.5 

169.2 

Latin  America 

(value)  . 

477.6 

22.1 

133.0 

106.4 

41.7 

179.4 

115.6 

(percentage)  .  . 

60.8 

5.3 

55.6 

18.6 

7.0 

28.1 

68.3 

AAMS 

(value)  . 

163.7 

170.6 

46.0 

1.2 

— 

— 

— 

(percentage)  . . 

20.8 

40.8 

19.2 

0.2 

— 

— 

0.1 

Percentage  increase 

1958-1969 

World  . 

39.4 

79.5 

70.1 

356.5 

112.5 

235.0 

213.7 

Latin  America 

59.6 

-31.0 

99.0 

174.8 

34.7 

168.2 

608.9 

AAMS . 

1.5 

125.6 

-5.1 

24.3 

— 

— 

475.8 

Source:  OECD,  Foreign  Trade,  Series  B  and  C,  1958,  1962,  1966  and  1969. 
Note :  World  figures  include  intra-Community  trade, 
a  1959. 


in  the  production  of  some  countries,  notably 
Brazil.  The  share  of  Latin  American  suppliers 
in  EEC’s  total  imports  of  cocoa  shrank  from 
13.8  per  cent  in  1958  to  5.3  per  cent  in  1969, 
while  the  share  of  African  producers  rose  from 


13.8  per  cent  to  40.8  per  cent  over  the  same 
period.  It  may  be  inferred  from  these  figures 
that  so  far  the  preferences  in  favour  of  the 
African  States  which  are  members  of  the 
Yaounde  Convention  have  been  no  obstacle 
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HE  ASSOCIATED  AFRICAN  AND  MALAGASY  STATES  IN  PRINCIPAL  IMPORTS 


dollars ) 


331 

Petroleum 

263 

Cotton 

681 

Silver 

682.1 
Copper 
for  re¬ 
fining 

Refined 

copper 

281 

Iron 

ore 

121 

Tobacco 

262.01 

Wool 

Total 

1,830.6 

659.4 

66.1 

487.8 

423.2 

215.5 

455.4 

5,727.0 

178.3 

132.2 

18.9 

80.0 

181.2 

18.8 

28.7 

1,189.5 

9.7 

20.0 

28.7 

16.4 

42.8 

8.7 

6.3 

20.8 

10.3 

53.0 

— 

119.4 

— 

9.8 

— 

480.6 

0.6 

8.0 

24.5 

0.1 

4.6 

— 

8.4 

2,459.8 

642.1 

120.6 

779.5 

520.7 

317.6 

583.2 

7,316.1 

197.4 

216.9 

19.5 

49.2 

105.2 

101.9 

28.3 

63.0 

1,500.7 

8.0 

33.8 

16.2 

6.3 

13.5 

19.6 

8.9 

10.8 

20.5 

15.2 

34.6 

— 

113.7 

44.9 

— 

7.5 

— 

424.9 

0.6 

5.4 

14.6 

5.8 

2.4 

— 

5.8 

3,871.3 

647.3 

224.2 

1,519.5 

613.6 

349.8 

558.6 

10,648.3 

143.2 

217.3 

39.6 

74.8 

169.2 

109.5 

33.6 

51.7 

1,881.0 

3.7 

33.6 

17.7 

4.9 

11.1 

17.8 

9.6 

9.3 

17.7 

16.0 

33.3 

— 

242.3 

31.6 

57.1 

7.1 

— 

708.3 

0.4 

5.1 

15.9 

2.1 

9.3 

2.0 

— 

6.6 

5,249.5 

603.9 

416.8 

1,608.4 

715.6 

312.6 

412.4 

12,359.1 

175.1 

168.0 

46.1 

93.9 

214.2 

123.9 

23.4 

35.0 

1,830.0 

3.3 

27.8 

11.1 

5.8 

13.3 

17.3 

7.5 

8.5 

14.8 

10.0 

52.9 

— 

257.1 

85.8 

49.5 

3.4 

— 

792.4 

0.2 

8.8 

— 

16.0 

5.3 

6.9 

1.1 

— 

6.4 

5,704.9 

589.4 

400.3 

2,099.7 

804.8 

388.0 

491.1 

13,901.0 

181.2 

243.3 

37.0 

79.4 

335.4 

151.4 

35.4 

30.5 

2,170.2 

3.2 

41.3 

9.3 

3.8 

16.0 

18.8 

9.1 

6.2 

15.6 

19.0 

56.4 

— 

156.1 

294.9 

55.6 

5.0 

— 

971.1 

0.3 

9.6 

— 

7.4 

14.0 

6.9 

1.3 

— 

7.0 

211.6 

-10.6 

505.4 

330.4 

90.1 

80.0 

7.8 

1.6 

84.0 

95.1 

418.3 

-17.4 

87.9 

6.0 

84.1 

6.4 

— 

277.6 

19,340.0 

-49.1 

-51.5 

to  the  expansion  of  Latin  America’s  sales  of 
tropical  commodities  to  the  Community. 

The  situation  is  quite  different  in  the  case 
of  temperate-zone  agricultural  commodities, 
particularly  beef,  wheat  and  maize.  In  spite 
of  some  appreciable  increases  in  individual 


cases  in  the  period  1958-1969,  exports  of  these 
items  suffered  a  net  deterioration  as  regards 
their  share  in  the  EEC  market.  Thus  Latin 
American  sales  of  beef,  which  represented  30.8 
per  cent  of  the  Community’s  total  imports  in 
1958,  dropped  to  only  18.6  per  cent  in  1969, 
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although  they  increased  by  174.6  per  cent  in 
value  between  the  two  years  concerned.  This 
product  encountered  its  strongest  competition 
from  the  meat  produced  in  the  Community 
itself,  as  a  result  of  regulations  stimulating 
internal  supply  and  restricting  imports  from 
third  countries. 

Wheat  and  maize  followed  a  similar  trend. 
Latin  America’s  share  of  EEC  wheat  imports 
dropped  from  11  to  7  per  cent  between  1958 
and  1969  and  its  share  of  maize  imports  fell 
from  35.1  to  28.1  per  cent.  In  both  cases  the 
Community  has  achieved  an  increasing  degree 
of  self-sufficiency  under  the  common  agricul¬ 
tural  policy  to  the  detriment  of  its  traditional 
suppliers,  particularly  Argentina  in  cereals, 
and  Argentina  and  Uruguay  in  beef. 

Imports  of  raw  materials  for  industrial  use 
from  Latin  America  followed  a  highly  irregular 
course  in  the  decade  under  review:  petroleum 
sales  virtually  stagnated,  causing  a  severe  set¬ 
back  in  Latin  America’s  share  of  the  Com¬ 
munity  market  (3.2  per  cent  in  1969  compared 
with  9.7  per  cent  in  1958),  while  cotton  sales 
rose  substantially  and  the  value  of  copper 
sales  increased  rapidly,  mainly  as  a  result  of 
the  spectacular  rise  in  prices.  Exports  of  iron 
ore  to  the  EEC  registered  a  steadily  downward 
trend,  Latin  America’s  share  in  the  Com¬ 
munity’s  total  imports  dropping  from  42.8  to 
18.8  per  cent  between  1958  and  1969. 

Latin  America  has  obtained  an  annual 
surplus  of  some  300  million  dollars  in  its  trade 
with  the  Community  but  this  is  considerably 
reduced  and  in  practice  even  disappears  al¬ 
together  if  account  is  taken  of  the  region’s 
deficits  in  respect  of  freight  and  insurance  for 
its  foreign  trade  activities  (see  table  5). 

3.  EEC  agricultural  policy 

As  the  Community  is  the  main  world  im¬ 
porter  of  agricultural  products,  the  orientation 
and  form  of  its  agricultural  policy  have  had 
and  continue  to  have  a  substantial  impact  on 
world  trade  in  such  products  and  on  Latin 
America’s  exports.  The  EEC  absorbs  24  per 
cent  of  Latin  America’s  exports  of  food-stuffs, 
beverages  and  tobacco  and  25  per  cent  of  its 
exports  of  agricultural  raw  materials.  Looking 
at  the  figures  for  individual  countries,  the  EEC 
market  absorbs  40  per  cent  of  Argentina’s 
total  exports,  the  corresponding  figures  for 
other  countries  being  Chile  36  per  cent, 
Ecuador,  Honduras  and  Uruguay  each  28  per 
cent,  Peru  27  per  cent,  Brazil  26  per  cent, 


El  Salvador  25  per  cent  and  Colombia  23  per 
cent.5 

The  common  organization  laid  down  under 
the  Treaty  of  Rome  for  agricultural  markets  is 
designed  to  achieve  certain  internal  objectives 
of  the  Common  Market,6  in  particular  the 
objective  of  raising  the  standard  of  living  of 
the  agricultural  population  in  the  EEC  coun¬ 
tries.  The  concern  of  the  Latin  American 
countries  derives  essentially  from  the  fact  that, 
because  there  is  a  protectionist  barrier,  these 
objectives  are  achieved  at  the  expense  of 
foreign  producers.  The  level  of  protection  given 
to  EEC  production  is  excessively  high,  for 
support  prices  are  high  and  the  EEC  market  is 
isolated  from  the  world  market  by  means  of 
the  system  of  variable  levies.  According  to 
official  information,7  the  level  of  protection  in 
the  Community  in  1967  ranged  from  60  per 
cent  for  maize  through  100  per  cent  for  durum 
wheat  and  288  per  cent  for  butter,  to  338  per 
cent  for  cane  sugar. 

The  policy  of  high  domestic  prices,  strength¬ 
ened  by  measures  to  assist  exports  and  control 
imports,  has  led  to  a  steady  increase  over  the 
past  few  years  in  EEC  production  of  a  number 
of  important  items,  such  as  sugar,  cereals  and 
milk  products,  at  a  much  faster  pace  than  the 
rise  in  consumption.  This  has  led  to  the 
generation  of  sizable  surpluses,  part  of  which 
has  been  exported  with  the  help  of  high 
subsidies,  thus  exerting  a  depressive  effect  on 
the  world  market  and  creating  artificial  com¬ 
petition  for  exports  of  similar  products  from 
Latin  American  countries.  Over  the  past  two 
years  the  EEC  has  endeavoured  to  resolve  the 
problem  of  agricultural  surpluses  through  more 
effective  measures  than  simple  subsidies,  and 
it  has  managed  to  achieve  some  success  with 
milk  products,  but  this  is  no  guarantee  that 
there  will  not  be  a  recurrence  of  what  happened 
between  1966  and  1969  with  milk  products, 
particularly  in  view  of  the  strong  pressure 
exerted  by  agricultural  circles  in  the  Com- 


5  Only  the  exports  of  Argentina  and  Uruguay  con¬ 
sist  mainly  of  products  coming  under  the  common 
agricultural  policy,  although  this  policy  does  also  have 
an  impact  on  the  exports  of  other  Latin  American 
countries. 

6  Article  39  of  the  Treaty  states  that  the  objectives 
of  the  common  agricultural  policy  are  to  increase 
agricultural  productivity,  to  ensure  a  fair  standard  of 
living  for  the  agricultural  population,  to  stabilize 
markets,  to  guarantee  regular  supplies,  and  to  ensure 
reasonable  prices  in  supplies  to  consumers. 

7  Societe  d’Editions  des  Cooperatives  La  Fayette 
(SECLAF),  Le  Plan  Mansholt  (Paris,  1969). 
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Table  5 


LATIN  AMERICA:  TRADE  WITH  MAIOR  AREAS  OR  COUNTRIES 
(EXPORTS,  IMPORTS  AND  TRADE  BALANCE) 

{Milions  of  dollars,  f.o.b .) 


Country  or  area 

1961-1965 

1966-1969 

1968 

1969 

1970 

United  States . 

Exports 

3,382 

3,958 

4,070 

4,100 

4,440 

Imports 

3,502 

4,430 

4,660 

4,810 

5,650 

Trade  balance 

-120 

-All 

-590 

-710 

-1,210 

EEC . 

Exports 

1,976 

2,458 

2,310 

2,770 

3,130 

Imports 

1,620 

2,118 

2,230 

2,440 

2,810 

Trade  balance 

+356 

+340 

+80 

+330 

+320 

EFTA  . 

Exports 

1,035 

1,148 

1,133 

1,250 

1,300 

Imports 

852 

1,098 

1,150 

1,300 

1,400 

Trade  balance 

+183 

+50 

-17 

-50 

-100 

United  Kingdom  . 

Exports 

698 

718 

720 

750 

790 

Imports 

436 

506 

540 

580 

680 

Trade  balance 

+262 

+212 

+  180 

+170 

+  110 

Japan  . 

Exports 

418 

630 

615 

790 

1,020 

Imports 

352 

591 

600 

800 

990 

Trade  balance 

+66 

+39 

+  15 

-10 

+30 

Latin  America  . 

Exports 

810 

1,355 

1,440 

1,600 

1,700 

Imports 

810 

1,355 

1,440 

1,600 

1,700 

Trade  balance 

— 

— 

— 

— 

— 

Socialist  countries  .  .  .  . 

Exports 

683 

806 

757 

785 

790 

Imports 

690 

919 

965 

1,020 

1,045 

Trade  balance 

-7 

-113 

-208 

-235 

-255 

Others  . 

Exports 

1,552 

1,968 

1,385 

2,215 

2,370 

Imports 

810 

1,104 

1,115 

1,320 

1,514 

Trade  balance 

+742 

+864 

+270 

+895 

+856 

World  . 

Exports 

9,856 

12,323 

12,430 

13,510 

14,750 

Imports 

8,636 

11,615 

12,160 

13,290 

15,109 

Trade  balance 

+  1,220 

+708 

+270 

+220 

-359 

Source:  United  Nations,  Monthly  Bulletin  of  Statistics,  June  1963  to  June  1971. 


munity  for  a  steady  increase  in  the  guaranteed 
prices.8 

The  most  direct  and  alarming  consequence 
of  the  common  agricultural  policy  is  the  con¬ 
siderable  rise  in  the  Community’s  level  of 
self-sufficiency.  Between  1958  and  1968,  the 
level  of  self-sufficiency  for  the  agricultural 
sector  as  a  whole  rose  from  83  to  90  per 
cent  in  terms  of  value,  so  that  imports  over  the 

8  Farmers  in  the  Community  are  endeavouring  to 
obtain  increases  in  agricultural  prices  ranging  between 
9.5  and  10.5  per  cent  over  the  next  two  years,  with 
demands  going  as  high  as  15  per  cent  for  beef. 


same  period  fell  from  17  to  10  per  cent  of 
Community  consumption.  The  most  notable 
increases  in  the  level  of  self-sufficiency  were  in 
wheat  (from  91.3  per  cent  in  1958/1959  to 
112  per  cent  in  1968/1969),  cereals  in  general 
(from  84  to  94  per  cent)  and  butter  (from 
99.3  to  113  per  cent).  With  beef  the  trend  was 
extremely  irregular,  the  level  of  self-sufficiency 
rising  between  1958/1959  and  1961/1962 
(from  91.2  to  94.4  per  cent),  faffing  between 
1962/1963  and  1965/1966  (from  92.2  to 
83.5  per  cent)  and  then  rising  again  between 
1966/1967  and  1968/1969,  when  it  reached 
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89  per  cent.  The  Community  has  also  become 
a  net  exporter  of  such  agricultural  products  as 
sugar,  butter  and  powdered  milk,  and  is  a 
keen  competitor  of  Latin  American  exporters 
in  world  markets. 

For  some  time  now  within  the  EEC  there 
has  been  recognition  of  the  urgent  need  to 
revise  and  reorient  the  common  agricultural 
policy,  both  because  of  its  financial  implications 
and  also  because  of  the  fact  that  it  has  only 
partially  achieved  its  social  goals.  Indeed,  the 
system  of  guaranteed  prices  and  subsidies  seems 
to  have  favoured  the  large  modem  farms  rather 
than  the  family-type  low-yield  farms  which  still 
make  up  the  bulk  of  the  agricultural  sector  in 
Europe.  Because  of  this,  several  EEC  members 
began  in  1970  to  link  decisions  on  prices  to  the 
adoption  of  structural  measures. 

In  April  1971,  the  EEC  Council  approved 
a  programme  of  structural  reforms  which  con¬ 
tains  a  set  of  technical  and  financial  assistance 
measures  designed  to  promote  farms  capable 
of  achieving  an  adequate  level  of  profitability, 
with  assistance  measures  for  farmers  who  give 
up  farming.  In  the  reorganization  and  modern¬ 
ization  of  the  EEC  agricultural  sector,  due  re¬ 
gard  will  have  to  be  paid  to  the  specific  interests 
of  foreign  producers,  particularly  those  in  the 
developing  countries,  that  are  traditional  sup¬ 
pliers  of  agricultural  products.  In  order  to  claim 
special  consideration  of  their  interests,  the  de¬ 
veloping  countries  could  invoke  a  number  of 
legal,  political  and  moral  commitments  under¬ 
taken  jointly  or  individually  by  the  international 
community  and  the  developed  countries,  includ¬ 
ing  the  EEC  countries.  In  the  section  of  the 
present  document  on  commodities,  some  of 
these  commitments  were  referred  to,  including 
the  standstill  or  status  quo  commitment,  the 
abolition  or  reduction  of  tariffs  and  non-tariff 
barriers,  priority  for  products  of  special  interest 
to  the  developing  countries,  etc.  These  commit¬ 
ments,  which  are  contained  in  many  UNCTAD 
resolutions,  in  Part  IV  of  the  General  Agree¬ 
ment  on  Tariffs  and  Trade  and  in  GATT  reso¬ 
lutions,  and  also  in  the  International  Develop¬ 
ment  Strategy,  have  generally  elicited  three 
types  of  reservations  from  some  countries  of  the 
Community:  (a)  that  an  over-all  solution  must 
be  sought  within  the  framework  of  a  scheme 
for  the  world-wide  organization  of  markets,  the 
scope  and  content  of  which  have  not  yet  been 
sufficiently  well  defined;  ( b )  that  the  commit¬ 
ments  range  only  up  to  the  limit  of  what  is 
possible;  and  (c)  that  the  dates  given  are  simply 
indicative  targets  and  not  formal  obligations. 


It  should,  however,  be  pointed  out  that  the 
Treaty  of  Rome  itself  contains  certain  pro¬ 
visions  that  reflect  the  aim  of  the  EEC  countries 
to  further  the  liberalization  of  world  trade.9 
This  principle  has  been  taken  up  in  the  various 
agricultural  regulations,  which  include  provi¬ 
sions  noting  that  they  will  be  applied  with  all 
due  regard  to  the  objectives  laid  down  in  both 
article  39  and  article  110.  Furthermore,  from 
the  outset  the  Community  maintained  that  the 
common  agricultural  policy  should  take  account 
of  the  fact  that  agriculture  had  a  bearing  on 
relations  with  third  countries  and  emphasized 
that  it  was  in  the  political  and  economic  interest 
of  the  Community  to  maintain  such  relations, 
which  led  to  a  great  deal  of  trade  with  the 
world  as  a  whole.  This  fact  alone  prevents  the 
Community  from  becoming  a  completely  self- 
sufficient  unit.10 

The  above  points,  which  are  only  too  well 
known,  lead  to  the  conclusion  that  it  would  be 
wise  to  avoid  repeating  discussions  on  general 
issues  and  instead  put  stress  on  specific  pro¬ 
posal  for  the  Latin  American  products  affected 
by  the  common  agricultural  policy,  either  as  a 
result  of  the  Community’s  increasing  level  of 
self-sufficiency  or  as  a  result  of  its  commercial 
action  to  dispose  of  surpluses  on  world  markets. 
In  the  former  case,  as  well  as  seeking  inter¬ 
nationally  agreed  formulas  to  limit  the  ex¬ 
pansion  of  production  or  to  discourage  produc¬ 
tion  (ceilings  for  support  prices,  guaranteed 
prices  for  specified  volumes  of  production, 
etc.),  it  would  also  be  advisable  to  emphasize 
formulas  or  operational  measures  to  enable 
the  developing  countries,  in  the  case  of 
products  of  special  export  interest  to  them,  to 
have  a  fixed  or  increasing  share  of  the  con¬ 
sumption  or  increases  in  consumption  by  the 
Community  of  certain  products  for  which  de¬ 
mand  is  dynamic,  such  as  beef,  cereals,  feed 
grains  and  oilseeds.11  In  return,  the  Latin 


9  The  Preamble  expresses  the  desire  to  contribute 
“by  means  of  a  common  commercial  pobcy  to  the 
progressive  abolition  of  restrictions  on  international 
trade”,  while  article  110  states  that  “by  establishing  a 
customs  union  between  themselves  the  Member  States 
intend  to  contribute,  in  conformity  with  the  common 
interest,  to  the  harmonious  development  of  world 
trade,  the  progressive  abolition  of  restrictions  on 
international  exchanges  and  the  lowering  of  customs 
barriers.” 

10  See  first  report  of  the  EEC  Council  on  the 
common  agricultural  policy. 

11  The  Declaration  of  Lima  refers  to  this  issue  in 
the  following  terms:  “Where  products  of  developing 
countries  compete  with  the  domestic  production  of 
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American  countries  could  undertake  to  estab¬ 
lish  effective  controls  over  their  minimum  ex¬ 
port  prices  to  the  Community  and  guarantee 
regular  supplies.12 

With  respect  to  competition  by  the  EEC  and 
the  depressive  effect  on  the  market  resulting 
from  subsidies  to  agricultural  exports  and  the 
accumulation  of  huge  reserves,  special  emphasis 
should  be  placed  on  the  establishment  or 
strengthening  of  bilateral  or  multilateral  con¬ 
sultation  machinery.  In  this  connexion,  the 
International  Development  Strategy  provides 
that  “the  machinery  for  consultation  on  surplus 
disposal  which  existed  during  the  1960s  will  be 
widened  and  reinforced  in  order  to  avoid  or 
minimize  possible  adverse  effects  of  disposals  of 
production  surpluses  .  .  .  on  .  .  .  commercial 
trade”. 

Lastly,  as  regards  promoting  the  liberaliza¬ 
tion  of  world  trade  in  agricultural  products, 
the  EEC  should  be  induced  to  agree  to  or  to 
promote  a  special  round  of  negotiations  on 
agricultural  products,  including  temperate-zone 
products,  covering  all  issues  affecting  world 
trade  in  such  products.  It  may  be  recalled  that 
at  the  ministerial  meeting  of  GATT  in  Febru¬ 
ary  1970,  the  EEC  representatives,  when  re¬ 
ferring  to  the  holding  of  a  non-tariff  Kennedy 
round,  said  that  the  international  community 
should  make  up  for  lost  time  as  regards  the 
liberalization  of  trade  in  agricultural  products 
and  the  removal  of  non-tariff  barriers,  and  that 
a  new  order  would  not  be  amiss  in  these  two 
areas.  Similarly,  Mr.  Mansholt,  speaking  on 
behalf  of  the  EEC  Commission  at  an  FAO 
meeting  in  November  1971,  noted  that  inter¬ 
national  commodity  agreements  would  only  be 
useful  to  the  extent  that  they  were  accompanied 
by  an  over-all  reorganization  of  all  the  various 
agricultural  policies.  Acceptance  of  this  prin¬ 
ciple  should  include  the  review  of  national 
policies  for  the  protection  and  support  of  agri¬ 
culture.  Multilateral  or  bilateral  agreements  for 
liberalizing  trade  in  agricultural  products  will 


developed  countries,  each  developed  country  should 
allocate  a  defined  percentage  of  its  consumption  of 
such  products  to  exports  from  developing  countries. 
This  allocation  should  be  arrived  at  on  a  commodity- 
by-commodity  basis  through  multilateral  negotiations. 
In  any  case,  developed  countries  should  allocate  a 
substantial  share  of  any  increase  in  their  domestic 
demand  for  primary  commodities  for  the  exports  of 
developing  countries.” 

12  The  Agreement  concluded  between  the  EEC  and 
Yugoslavia  (1970)  included  this  type  of  arrangement. 
The  Agreement  concluded  with  Argentina  (1971)  is 
based  on  the  same  principle. 


be  successful13  only  in  so  far  as  a  set  of  multi- 
laterally  accepted  principles  and  commitments 
can  influence  or  limit  the  scope  of  the  agricul¬ 
tural  support  policies  pursued  by  the  developed 
countries. 

4.  The  policy  of  preferential  trade  agreements 

Since  1961,  when  an  agreement  of  associa¬ 
tion  was  concluded  with  Greece,  the  EEC  has 
been  establishing  preferential  trade  relations 
with  a  growing  number  of  third  countries.  This 
policy,  the  most  recent  manifestations  of  which 
have  been  considered  a  violation  of  the  Com¬ 
munity’s  legal  commitments,  especially  within 
GATT,  has  gradually  broadened  the  area  of 
trade  discrimination  that  the  Latin  American 
countries  have  to  face  and  has  increased  Latin 
America’s  concern  about  its  future  relations 
with  the  European  Common  Market.  In  actual 
fact,  there  are  various  types  of  situations  that 
have  arisen,  affecting  Latin  America  in  differ¬ 
ent  ways.  The  regime  of  association  established 
in  the  Treaty  of  Rome  for  15  African  States 
and  Madagascar,  subsequently  expanded  and 
extended  by  the  Yaounde  Convention,  defines 
the  bases  for  close  commercial  and  financial 
co-operation  between  a  group  of  countries  that 
enjoyed  special  relationships  with  EEC  mem¬ 
ber  countries  which  were  their  former  metro¬ 
politan  countries.  On  the  commercial  side,  the 
EEC  granted  admission  free  of  customs  duties 
and  quantitative  restrictions  to  products  from 
these  countries,  with  the  exception  of  the  prod¬ 
ucts  coming  under  the  common  agricultural 
policy.  In  March  1970  preferential  treatment 
was  expanded  to  include  a  number  of  impor¬ 
tant  agricultural  products  such  as  beef,  oilseed 
products  and  processed  fruit  and  vegetables, 
which  had  initially  been  excluded.  Neverthe¬ 
less,  some  of  the  margins  of  preference  enjoyed 
by  the  Associated  African  and  Malagasy  States 
were  reduced  or  cancelled  out  as  a  result  of 
the  reduction  of  duties  on  certain  tropical-zone 
products14  in  the  Common  External  Tariff 
(CET)  and  the  implementation  by  the  Com¬ 
munity  in  July  1971  of  the  generalized  system 
of  preferences  in  favour  of  the  exports  of 
manufactures  and  semi-manufactures  of  the 
developing  countries. 

13  In  a  report  discussing  a  programme  for  the 
liberalization  of  international  trade  (Vienna,  April 
1971),  the  International  Chamber  of  Commerce 
presented  a  set  of  proposals  designed  to  act  as  a 
basis  for  international  negotiations  on  agricultural 

products.  _  „ 

14  From  January  1971,  the  CET  for  coffee  was 
reduced  from  9.6  to  7  per  cent,  and  that  for  cocoa 
from  5.4  to  4  per  cent. 
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Another  group  of  African  countries  has  en¬ 
tered  or  is  about  to  enter  into  preferential  rela¬ 
tions  with  the  Community.  The  Arusha  Agree¬ 
ment,  concluded  in  1968  with  Kenya,  Tanzania 
and  Uganda,  provides  for  a  substantial  liberali¬ 
zation  of  mutual  trade  and  allows  free  entry 
of  the  products  of  these  three  countries  to  the 
EEC,  except  for  certain  products  which  are 
subject  to  tariff  quotas.  Although  it  is  some¬ 
what  more  limited  in  scope,  because  of  the 
quota  system  which  curtails  imports  of  some 
of  the  major  African  exports,  the  preferential 
arrangement  made  under  the  Arusha  Agree¬ 
ment  has  increased  trade  discrimination  against 
Latin  American  products.  This  situation  might 
well  deteriorate  still  further  in  the  near  future, 
when  the  regime  of  association  is  extended  to 
other  African  countries,  such  as  Ghana  and 
Nigeria,15  as  a  result  of  the  United  Kingdom’s 
entry  into  the  Community. 

The  EEC  has  also  concluded  preferential 
trade  agreements  with  a  number  of  European 
and  African  countries  in  the  Mediterranean 
area  (Spain,  Israel,  Yugoslavia,  Malta,  Mo¬ 
rocco  and  Tunisia),  and  is  about  to  conclude 
agreements  with  others  (Egypt,  Algeria,  Leba¬ 
non  and  others).  Table  6  shows  the  trend  of 
Community  imports  from  the  Mediterranean 
countries  since  the  entry  into  force  of  the 
Treaty  of  Rome.  Some  of  the  agreements  con¬ 
cluded  with  countries  of  the  Mediterranean 
area,  such  as  the  agreement  with  Yugoslavia, 
do  not  appear  to  be  preferential  in  nature  and 
even  make  mention  of  article  I  of  the  General 
Agreement  on  Tariffs  and  Trade,  but  in  prac¬ 
tice  the  details  of  the  tariff  concessions  clearly 
show  a  discriminatory  preference,  inasmuch  as 
it  is  well-nigh  impossible  for  a  third  country 
to  take  advantage  of  them. 

The  recent  proliferation  of  preferential  agree¬ 
ments  concluded  by  the  Community  has  been 
severely  criticized  and  contested  within  GATT. 
At  the  meeting  of  the  GATT  Council  in  Octo¬ 
ber  1971,  Canada,  the  United  States  and  other 
Contracting  Parties  stated  emphatically  that  the 
preferential  trade  policy  of  the  Community 
jeopardized  the  basic  principles  of  the  General 
Agreement  and  stressed  that  agreements  of  the 
kind  concluded  by  the  EEC  with  Spain  and 
Israel  violated  express  provisions  of  the  General 
Agreement  and  imperilled  the  multilateral  na¬ 
ture  of  international  trade.  The  United  States 


15  The  agreement  concluded  between  the  Com¬ 
munity  and  Nigeria  in  1966,  of  similar  scope  to  the 
Arusha  Agreement,  never  entered  into  force  because 
it  was  not  ratified,  and  it  was  not  renegotiated. 


announced  its  intention  of  proposing  a  thor¬ 
ough  examination  of  the  question  of  preferen¬ 
tial  agreements,  with  a  view  to  determining  the 
over-all  effect  and  trade  policy  implications 
resulting  from  what  it  considered  to  be  an 
attack  upon  the  most-favoured-nation  clause. 

Criticism  of  the  EEC’s  trade  policy  is  not 
confined  to  technical  matters  but  is  also  con¬ 
cerned  with  the  political  implications.  For  ex¬ 
ample,  the  regionalization  of  Community  trade 
policy  to  cover  the  Mediterranean  basin  and 
Africa  by  means  of  a  network  of  preferential 
agreements  that  may  eventually  cover  virtually 
all  the  countries  in  those  areas  would  have  the 
effect,  because  of  the  economic  weight  of  the 
Community  itself,  of  creating  a  number  of 
spheres  of  influence,  and  this  might  well  result 
in  the  division  of  the  world  into  economic 
blocs,  each  subject  to  the  influence  of  one  or 
more  developed  countries. 

5.  The  development  of  financial  and 
technical  co-operation 

(a)  Financial  co-operation 

During  the  1960s,  the  bulk  of  financial  flows 
from  the  EEC  consisted  of  transfers  of  official 
funds  to  Africa  and  Asia,  with  Latin  America 
receiving  only  a  very  small  part  of  this  flow  of 
resources.  Most  of  the  bilateral  credits  received 
by  the  Latin  American  countries  from  the  EEC 
countries  were  on  much  less  favourable  terms 
than  those  recommended  for  the  developing 
countries  in  general  by  UNCTAD  and  the 
OECD  Development  Assistance  Committee 
(DAC). 

At  the  international  level,  the  EEC  is,  after 
the  United  States,  the  largest  source  of  financ¬ 
ing  for  the  developing  countries,  with  a  net 
outflow  of  official  and  private  resources 
amounting  to  5,262  million  dollars  in  1969 — 
40.7  per  cent  of  the  total  funds  made  available 
by  the  DAC  member  countries  that  year.16 
France  and  the  Federal  Republic  of  Germany 
provide  75  per  cent  of  the  EEC’s  assistance 
resources.  At  the  beginning  of  the  1960s, 
France  provided  twice  as  much  as  the  Federal 
Republic,  but  from  1969  onwards  this  situation 
was  reversed  and  the  Federal  Republic,  with 
a  volume  of  2,046  million  dollars,  began  to 
provide  a  greater  amount  of  assistance  to  the 
developing  countries.  Net  assistance  by  France 
in  1969  amounted  to  1,742  million  dollars, 
much  the  same  as  in  1968  (1,720  million)  as 

16  OECD,  Efforts  and  Policies  of  the  Members  of 
the  Development  Assistance  Committee,  Development 
Assistance:  1970  Review  (Paris,  December  1970). 
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Table  6 


EEC  IMPORTS  FROM  COUNTRIES  OF  THE  MEDITERRANEAN  AREA,  1958-1970 

( Millions  of  dollars) 


1958 

I960 

1963 

1967 

1968 

1969 

1970 

Annual 

growth 

rate 

1958- 

1970 

Percent¬ 

age 

increase 

1958- 

1970 

Spain  . 

234 

343 

370 

500 

520 

700 

903 

11.9 

286.6 

Greece . 

111 

88 

112 

221 

269 

300 

344 

9.9 

209.9 

Turkey . 

95 

141 

181 

215 

207 

243 

279 

9.4 

193.7 

Israel  . 

30 

58 

110 

125 

159 

186 

194 

16.8 

546.7 

Egypt  . 

70 

87 

110 

89 

98 

133 

173 

7.8 

147.1 

Algeria  . 

473 

549 

666 

111 

111 

817 

859 

5.1 

81.6 

Tunisia  . 

128 

99 

159 

110 

95 

94 

113 

-1.0 

-12.8 

Morocco  . 

318 

301 

313 

309 

295 

328 

358 

1.0 

12.6 

Yugoslavia  .  .  . 

134 

159 

280 

401 

418 

544 

618 

13.6 

361.2 

Total 

1,593 

1,825 

2,301 

2,687 

2,832 

3,345 

3,841 

7.6 

141.1 

Source:  Statistical  office  of  the  European  Communities,  Statistique  Mensuelle,  Commerce  Exterieur 
1971,  No.  2. 


against  the  1,663  million  provided  by  the  Fed¬ 
eral  Republic  in  1968. 

More  than  half  (approximately  57.2  per  cent 
in  1969)  of  the  financial  resources  provided  by 
the  EEC  countries,  which  have  been  a  dynamic 
factor  in  assistance  to  the  developing  countries, 
are  supplied  by  the  private  sector,  except  in 
the  case  of  France,  where  the  public  sector 
provides  60  per  cent  of  the  resources  for 
assistance. 

The  small  flow  of  official  funds  from  the 
EEC  countries  to  Latin  America  does  not  bear 
any  relation  to  the  volume  of  assistance  sup¬ 
plied  to  the  developing  regions  as  a  whole,  or 
to  the  growing  trade  relations  between  the 
EEC  and  Latin  America.  Between  1960  and 
1967,  only  17  per  cent  of  the  resources  Latin 
America  received  from  the  Community  came 
from  official  sources,  while  the  remaining  83 
per  cent  came  from  the  private  sector  through 
direct  investment  and  supplier  credits. 

With  respect  to  the  machinery  used  by  the 
EEC  to  channel  external  financial  assistance, 
it  should  be  noted  that  the  European  Invest¬ 
ment  Bank  (EIB),  the  initial  objective  of 
which  was  to  facilitate  the  economic  expan¬ 
sion  of  the  Community  through  the  creation 
of  new  resources,17  was  subsequently  author- 


17  Financing  of  projects  for  developing  less  de¬ 
veloped  areas  of  the  Community,  loans  for  modern¬ 
izing  or  converting  enterprises  affected  by  the 
establishment  of  the  Common  Market,  etc. 


ized  to  extend  its  activities  to  cover  the  Asso¬ 
ciated  States  and  territories.  In  authorizing  it 
to  do  so,  the  Board  of  Governors  indicated 
that  the  Bank  could  finance  projects  situated 
in  other  countries,  which  seems  to  open  up  the 
possibility  of  operating  with  countries  under 
specific  financial  agreements.  The  European 
Development  Fund  (EDF)  is  the  instrument 
used  by  the  Community  to  finance  projects 
in  the  African  and  Malagasy  States  sig¬ 
natories  to  the  Yaounde  Convention.  The 
Fund  derives  its  resources  from  budgetary  con¬ 
tributions  by  the  member  countries  and  grants 
assistance  essentially  in  the  form  of  grants  and 
special  long-term  loans  at  low  interest  rates. 
There  is  also  a  European  Social  Fund,  whose 
objective  is  to  improve  opportunities  of  em¬ 
ployment  of  workers  in  the  Community. 

Part  of  the  Community’s  official  assistance 
resources  for  the  developing  countries  is  chan¬ 
nelled  through  a  number  of  multilateral  agen¬ 
cies,  for  example  through  contributions  to  in¬ 
ternational  financing  agencies  (IBRD,  IDA, 
etc.),  contributions  and  grants  to  technical 
assistance  programmes  (UNDP,  World  Food 
Programme,  etc.),  purchases  by  government 
agencies  of  bonds  issued  by  international  and 
regional  institutions  (IBRD,  IDB,  ADB), 
funds-in-trust  arrangements  as  in  the  case  of 
IDB,  etc. 

Over  the  last  10  years,  most  of  the  flow  of 
resources  from  the  Community  to  Latin  Amer- 
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ica  has  been  channelled  through  three  financial 
mechanisms:  (i)  monetary  stabilization  credits, 
granted  by  European  private  banking  groups 
to  Latin  American  central  banks  to  correct 
balance-of-payments  disequilibria;  (ii)  credits 
for  purchases  of  capital  goods  (supplier  cred¬ 
its),  often  granted  on  the  basis  of  credit  lines 
opened  by  banking  groups  (public  and  pri¬ 
vate)  or  consortia  in  the  seller  country  to  State 
development  agencies  or  banks  in  the  purchaser 
country;  and  (iii)  credits  from  financing  or 
development  agencies  in  Europe  to  similar 
agencies  in  Latin  America  to  finance  purchases 
of  equipment  and  machinery  for  major  develop¬ 
ment  projects. 

In  practice,  the  most  frequently  used  mech¬ 
anisms  have  been  normal  supplier  credits  and 
intergovernmental  credits  for  specific  projects. 
The  former  are  essentially  a  completely  tied 
form  of  credit,  with  repayment  periods  rang¬ 
ing  between  two  and  seven  years  and  interest 
rates  of  from  6  to  9  per  cent.  These  terms  im¬ 
pose  a  particularly  heavy  burden  on  the  balance 
of  payments  of  the  recipient  countries,  and  the 
tying  of  the  credit  frequently  has  an  unfavour¬ 
able  effect  on  the  actual  price  of  the  goods 
purchased  with  the  credit.  With  intergovern¬ 
mental  credits,  the  credit  may  in  exceptional 
cases  be  partially  untied.18 

To  date,  financial  assistance  by  the  EEC 
countries  to  Latin  America  has  been  circum¬ 
scribed  by  the  national  measures  and  policies 
of  the  member  countries.  Co-ordinated  action 
would  make  it  possible  to  secure  more  efficient 
co-operation,  to  define  the  basic  components  of 
Community  policy  in  the  matter,  and  to  estab¬ 
lish  specific  terms  and  arrangements  for  credit 
more  in  line  with  the  recommendations  of 
UNCTAD  and  the  DAC.  Moreover,  it  would 
be  desirable  to  secure  the  allocation  to  Latin 
America  of  a  minimum  proportion  of  the  offi¬ 
cial  financial  flows  to  the  developing  countries 
from  the  Community,  as  a  means  of  helping  to 
reduce  the  cost  of  priority  development  proj¬ 
ects.  A  co-ordinated  effort  should,  also  make  it 
possible  to  secure  a  reduction  in  the  tying  of 
aid,  at  least  within  the  Community,  and  author¬ 
ization  for  resources  to  be  used  to  purchase 
products  or  services  within  the  beneficiary  coun¬ 
try  itself  or  in  other  developing  countries,  par¬ 
ticularly  within  the  same  region,  in  the  same 
way  that  the  United  States  has  agreed  under 
certain  conditions  for  this  to  be  possible  with 


18  The  Institute  of  Credit  for  Reconstruction 
(KFW)  in  the  Federal  Republic  of  Germany,  for 
example,  makes  this  type  of  loan. 


US- AID  loans  or  loans  from  the  Special  Oper¬ 
ations  Fund  of  the  IDB.  Partially  untying  aid 
in  this  way  would  greatly  help  domestic  or 
regional  supplies  of  goods  and  services  and,  as 
a  result,  would  further  policies  for  the  promo¬ 
tion  and  diversification  of  Latin  American 
exports. 

With  respect  to  bilateral  financing,  it  would 
be  useful  to  review  the  current  terms  of  sup¬ 
plier  credits,  with  a  view  to  promoting  more 
widespread  use  of  the  purchaser’s  credit  line 
system,  under  which  a  blanket  loan  is  made 
by  private  banking  consortia  to  a  State  agency 
in  the  recipient  country,  which  is  then  in  a 
better  position  to  choose  between  suppliers. 

One  of  the  formulas  being  considered  for 
channelling  multilateral  financial  assistance 
from  the  Community  to  the  Latin  American 
countries  is  to  use  the  European  Investment 
Bank  (EIB)  either  to  float  bond  issues  to  tap 
loan  resources  in  European  capital  markets,  or 
to  establish  an  EEC  fund  for  Latin  America, 
to  be  administered  by  the  Bank. 

Other  formulas  for  multilateral  co-operation 
could  be:  the  establishment,  under  the  admin¬ 
istration  of  IDB,  of  a  European  investment 
fund  for  Latin  America  financed  by  contribu¬ 
tions  from  the  EEC  countries;  financial  partici¬ 
pation  by  the  EEC  in  the  IDB  Pre-investment 
Fund;19  or  the  allocation  to  IDB  of  resources 
to  finance  specific  projects  in  the  region.20  Any 
of  these  three  arrangements  would  help  to 
expand  and  improve  mutual  trade  and  finan¬ 
cial  relations,  since  IDB  finances  purchases  by 
the  Latin  American  countries  in  the  industrial¬ 
ized  countries  only  to  the  extent  that  the  in¬ 
dustrialized  countries  provide  it  with  matching 
amounts  of  funds. 

The  establishment  of  a  similar  kind  of  re¬ 
lationship  between  the  EEC  and  subregional 
financial  organizations  such  as  the  Andean 
Development  Corporation  and  the  Central 
American  Bank  for  Economic  Integration 
could  act  as  a  direct  stimulus  to  integration 
movements,  through  the  financing  of  multi¬ 
national  or  national  projects  specifically  de¬ 
signed  to  promote  integration. 

19  The  fund  could  be  financed  by  means  of  a 
budgetary  allocation  transferring  to  the  fund  part  of 
the  customs  duties  charged  on  imports  of  certain 
commodities  from  Latin  America  and  part  of  the 
domestic  purchase  taxes  applied  to  such  commodities. 
An  arrangement  of  this  kind  was  adopted  by  the 
Danish  Government  in  1967  when  it  established  an 
industrialization  fund  for  the  developing  countries. 

20  This  formula  has  already  been  adopted  by  a 
number  of  European  countries,  such  as  Sweden,  the 
United  Kingdom  and  the  Netherlands. 
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With  respect  to  the  future  development  of 
private  investment  in  Latin  America,  it  would 
be  useful  to  develop  information  media  giving 
potential  European  investors  information  on 
the  economic,  financial  and  technological  char¬ 
acteristics  of  Latin  American  markets,  and  also 
analysing  within  a  sufficiently  broad  frame¬ 
work  the  various  terms  that  the  Latin  Ameri¬ 
can  countries  would  be  prepared  to  apply  to 
European  investments  (fiscal  regimes,  trans¬ 
fers,  employment  problems,  guarantees,  etc.) 
and  the  obligations  that  foreign  companies 
would  have  to  accept  as  regards  achieving  the 
development  objectives  of  the  recipient  coun¬ 
try  (transfer  of  technology,  training  of  labour 
force,  etc.). 

(b)  Technical  assistance 

Stepping  up  the  flow  of  technical  assistance 
would  offer  extensive  scope  for  co-operation 
between  the  EEC  and  Latin  America,  as  well 
as  for  improving  co-ordination  and  adapting 
European  supply  to  the  needs  of  the  Latin 
American  countries.  The  agreement  concluded 
between  the  Community  and  Lebanon  in  1965 
is  a  useful  example  of  the  advantages  of  cen¬ 
tralization  in  improving  the  efficiency  of  tech¬ 
nical  assistance.21  The  agreement  gives  some 
specific  guidelines  for  participation  by  the  Com¬ 
munity  in  the  training  of  specialists,  the  prepa¬ 
ration  of  preliminary  studies  on  the  exploita¬ 
tion  of  natural  resources,  the  co-operation  of 
European  experts,  etc. 

The  Martino  Report  proposes  that  EEC 
technical  assistance  to  Latin  America  should 
be  adapted  to  suit  the  level  of  development  of 
the  recipient  country.  For  the  more  advanced 
Latin  American  countries,  it  suggests  co-opera- 

21  The  agreement  established  a  mixed  commission 
to  examine  Lebanon’s  requests  for  technical  assistance 
and  to  determine  the  extent  and  terms  of  the  ECC’s 
co-operation. 


tion  with  national  agencies  concerned  with 
specific  scientific  fields,  such  as  nuclear  energy, 
oceanography,  meteorology,  etc.,  and  points 
out  that  the  results  of  such  co-operation  would 
be  of  use  to  both  the  Latin  American  and  the 
EEC  countries.  Moreover,  as  the  more  ad¬ 
vanced  countries  are  probably  in  a  better  posi¬ 
tion  to  take  advantage  of  the  trade  opportuni¬ 
ties  available  under  the  generalized  system  of 
preferences,  the  Community  might  provide 
them  with  assistance  in  the  promotion  of  their 
exports  of  manufactures  and  semi-manufactures 
at  the  production  and  marketing  levels  (mar¬ 
ket  surveys,  training  of  specialists,  problems 
relating  to  quality  and  standards,  etc.). 

As  the  Latin  American  countries  at  an  in¬ 
termediate  stage  of  development  are  for  the 
most  part  members  of  the  Andean  Group,  the 
Martino  Report  proposes  that  more  assistance 
should  be  given  to  promote  the  integration  of 
certain  sectors,  especially  in  connexion  with 
the  development  of  specific  activities  of  par¬ 
ticular  interest  within  the  framework  of  sub¬ 
regional  integration,  such  as  maritime  transport 
and  primary  metal-processing. 

With  respect  to  the  relatively  less  devel¬ 
oped  countries,  the  report  suggests  co-opera¬ 
tion  with  regard  to  the  infrastructure  (tele¬ 
communications,  transport,  etc.),  and  in  the 
case  of  the  Central  American  countries,  assist¬ 
ance  designed  to  help  integration  industries. 

By  adapting  the  form  of  technical  assist¬ 
ance  to  the  specific  conditions  of  the  Latin 
American  countries,  bearing  in  mind  their  level 
of  development,  it  should  be  possible  to  deal 
with  the  needs  of  each  country  or  group  of 
countries  more  efficiently.  Furthermore,  devel¬ 
oping  a  wide  range  of  assistance  programmes 
would  enable  each  member  of  the  Community 
to  participate  in  those  sectors  in  which  it  has 
specialized  knowledge  and  experience. 


B.  THE  EXPANSION  OF  THE  COMMUNITY 


As  a  result  of  the  successful  conclusion  in 
June  1971  of  the  negotiations  resumed  in  1970 
to  establish  the  terms  for  the  United  King¬ 
dom’s  entry  into  the  EEC,  the  United  King¬ 
dom  will,  provided  the  agreements  concluded 
in  Brussels  are  approved  by  the  British  Parlia¬ 
ment,  officially  become  a  member  of  the  Com¬ 
munity  on  1  January  1973.  This  will  mark  the 
beginning  of  a  five-year  transitional  period  dur¬ 
ing  which  the  United  Kingdom  will  gradually 


have  to  bring  into  force  the  regulations  of  the 
Community.  The  terms  of  EEC  membership 
for  Ireland,  Norway  and  Denmark  have  also 
been  approved,  but  at  the  time  of  writing  rati¬ 
fication  by  the  appropriate  legislative  authori¬ 
ties  was  still  pending. 

Given  the  terms  under  which  the  United 
Kingdom  is  to  join  the  Community,  its  entry 
will  have  a  special  impact  on  the  Latin  Ameri¬ 
can  countries,  especially  those  for  which  the 


81 


United  Kingdom  is  a  major  export  market.  One 
particular  point  worth  emphasizing  is  that  the 
United  Kingdom  has  completely  accepted  the 
common  agricultural  policy  and  its  basic  regu¬ 
lations,  and  has  undertaken  to  bring  them 
gradually  into  force  during  a  transitional  pe¬ 
riod  ending  in  1975.  Specifically,  this  will  mean 
the  adoption  of  the  following  basic  principles: 
uniform  prices  throughout  the  expanded  Com¬ 
munity;  absolute  preference  for  Community 
agricultural  production  over  imports  from  third 
countries;  and  responsibility  of  all  Community 
members  for  financing  the  common  agricultural 
policy.  The  main  problem  is  how  the  United 
Kingdom  will  apply  the  price  system  prevailing 
in  the  Community,  in  view  of  the  considerable 
differences  at  present  existing  between  the  lev¬ 
els  of  guaranteed  prices  in  the  EEC  countries 
and  with  the  United  Kingdom.  For  example,  for 
the  crop  year  1969/1970  the  guaranteed  price 
for  wheat  was  98.75  dollars  per  metric  ton  in 
the  Common  Market  but  only  68.50  dollars  in 
the  United  Kingdom,  while  the  difference  was 
even  greater  in  the  case  of  milk  products,  the 
guaranteed  price  for  butter  being  1,735  dollars 
per  ton  in  the  Common  Market  as  against  708 
dollars  in  the  United  Kingdom. 

In  order  to  enable  it  gradually  to  bring  its 
agricultural  prices  into  fine  with  those  of  the 
Community,  the  United  Kingdom  Government 
announced  in  November  1970  that  it  would 
begin  to  phase  out  the  system  of  deficiency 
payments  that  has  been  in  force  since  1947, 
under  which  in  essence  producers  were  given 
a  direct  subsidy  to  make  up  the  difference  be¬ 
tween  the  reference  prices  fixed  each  year  by 
the  Government  and  the  prices  on  the  domestic 
market  in  which  imported  products  competed 
freely  with  domestic  products.  Under  the  United 
Kingdom  system,  consumers  benefited  from  the 
best  prevailing  world  prices,  while  under  the 
EEC  system  consumers  have  to  pay  prices  that 
are  determined  at  the  level  of  the  Community 
producer. 

The  gradual  equalization  of  United  Kingdom 
agricultural  prices  with  those  of  the  Community 
during  the  period  1973-1976  is  likely  to  have 
two  main  effects.  First,  the  fact  that  the  United 
Kingdom  consumer  will  have  to  pay  higher 
prices  will  probably  depress  domestic  demand, 
especially  for  products  whose  consumption 
might  otherwise  have  increased;  and  secondly, 
United  Kingdom  farmers  will  be  encouraged  to 
expand  their  output  in  order  to  take  advantage 
of  the  new  guaranteed  prices.  With  regard  to 
the  first  point,  the  marked  rise  in  consumer 


prices  for  beef,  cereals  and  milk  products22  is 
likely  to  make  demand  contract,  or  at  least 
check  its  current  rate  of  growth,  and  cause 
consumers  to  turn  to  cheaper  agricultural  prod¬ 
ucts.  As  regards  incentives  to  production  it  may 
be  reasonably  assumed  that  British  agriculture, 
which  is  already  highly  modem  and  productive, 
will  expand  its  investment  in  production  facili¬ 
ties  in  order  to  derive  the  maximum  benefit 
from  higher  agricultural  prices,  and  this  in  turn 
will  raise  the  level  of  self-sufficiency  and  corre¬ 
spondingly  reduce  import  needs.23 

In  addition  to  the  impact  of  EEC  member¬ 
ship  on  British  consumption  and  production  of 
such  commodities  as  beef,  which  are  of  particu¬ 
lar  export  interest  to  certain  Latin  American 
countries,  there  is  growing  concern  in  the  region 
regarding  the  application  by  the  United  King¬ 
dom  of  the  prevailing  EEC  system  governing 
imports  of  agricultural  products  from  third 
countries.  From  1973,  the  United  Kingdom  is 
to  subject  its  agricultural  imports  to  the  system 
of  fixed  customs  duties  and  variable  levies 
established  by  the  Community  regulations.24 
Moreover,  the  fact  that  the  level  of  self-suffi¬ 
ciency  will  rise  will  have  an  impact  not  only 
on  the  British  market  but  also,  as  a  result  of 
the  preferences  established  within  the  Com¬ 
munity,  on  the  surpluses  generated  by  other 
EEC  members. 

Latin  America’s  prospects  appear  very  dis¬ 
couraging  as  regards  cereals  and  milk  prod¬ 
ucts,  for  which  the  potential  rise  in  United 
Kingdom  output,  coupled  with  the  combined 
productive  capacity  of  the  rest  of  the  Com¬ 
munity,  will  leave  scant  possibility  of  access 
for  third  countries.  As  production  surpluses 
will  be  absorbed  within  the  expanded  Com¬ 
munity  market  without  the  need  for  paying  out 
export  subsidies,  the  financial  resources  avail¬ 
able  for  the  structural  reforms  of  agriculture  in 
the  EEC  countries  will  increase.  In  the  case 
of  products  of  which  the  supply  is  inadequate 
even  at  the  level  of  the  expanded  Community, 
the  impact  on  Latin  America’s  exports  will 

22  According  to  some  estimates,  the  price  of  beef 
in  the  United  Kingdom  may  rise  by  between  50  and 
70  per  cent  as  a  result  of  the  adoption  of  Community 
prices,  while  the  price  of  wheat  may  rise  by  between 
70  and  80  per  cent. 

23  The  United  Kingdom  national  development  plan 
for  1965-1970  provided  for  a  steady  increase  in 
agricultural  production  as  a  means  of  helping,  inter 
alia,  to  improve  the  balance-of-payments  situation. 

24  This  will  make  it  necessary  to  revise  the  conces¬ 
sions  granted  by  the  United  Kingdom  for  such 
products  within  GATT,  and  also  the  counterpart 
arrangements  negotiated  by  the  countries  benefiting 
from  such  concessions. 
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probably  not  be  so  severe,  but  even  so  it  is 
not  easy  to  determine  the  impact  that  import 
controls  may  have. 

Another  problem  which  directly  affects  Latin 
America’s  trade  relations  with  the  expanded 
Community  is  that  of  the  future  links  between 
the  Community  and  the  countries  and  terri¬ 
tories  that  enjoyed  special  relationships  with 
the  United  Kingdom  under  the  Commonwealth 
imperial  preferences  system.  Owing  to  the  great 
diversity  of  such  countries  and  territories  as 
regards  current  level  of  development  and  inter¬ 
national  trade  position,  a  number  of  different 
solutions  are  being  evolved  to  meet  the  most 
pressing  specific  problems  faced  by  some  of 
these  countries  as  a  result  of  United  Kingdom 
entry  into  the  EEC. 

Among  the  developed  Commonwealth  mem¬ 
bers  (Canada,  Australia  and  New  Zealand), 
New  Zealand  is  the  only  country  for  which,  after 
lengthy  and  complicated  negotiations,  special 
measures  which  are  a  derogation  of  the  prin¬ 
ciples  of  the  common  agricultural  policy  were 
agreed  upon  in  respect  of  two  products.25  All 
New  Zealand’s  other  agricultural  products,  and 
those  of  Canada  and  Australia,  will  gradually 
become  liable  to  the  import  duties  and  charges 
established  in  Community  regulations. 

The  Community  also  agreed  to  special  treat¬ 
ment  for  British  imports  of  sugar  from  the 
Commonwealth  Caribbean  countries,  which 
currently  enjoy  preferential  treatment  in  the 
United  Kingdom  market.  The  United  Kingdom 
will  be  able  to  fulfil  all  its  commitments  under 
the  International  Sugar  Agreement  until  the 
Agreement  expires  in  1974;  subsequently  the 
expanded  Community  will  take  measures  to 
safeguard  the  interests  of  the  Commonwealth 
Caribbean  countries,  whose  economies  depend 
to  a  large  extent  on  exporting  commodities, 
particularly  sugar.  The  Commonwealth  Carib¬ 
bean  countries  do  not  have  absolute  assurances 
regarding  the  volume  of  sugar  that  will  con¬ 
tinue  to  enjoy  preferential  access  to  the  British 
market  after  1974,  and  this  is  why  they  have 
expressed  concern  at  the  possible  expansion  of 
beet  sugar  production  in  the  expanded  Com¬ 
munity  as  a  result  of  the  high  level  of  protec¬ 
tion  afforded  by  the  Common  External  Tariff 
and  the  current  amount  of  surplus  production 


25  At  the  end  of  the  transitional  period,  the  British 
market  will  continue  to  import  on  preferential  terms 
80  per  cent  of  the  volume  of  butter  and  20  per  cent 
of  the  cheese  currently  supplied  by  New  Zealand. 


capacity.  European  producers  may  be  expected 
to  exert  pressure  on  their  Governments  to  re¬ 
strict  any  special  treatment  for  third  countries 
to  the  minimum.  On  the  other  hand,  there  has 
been  no  mention  of  special  treatment  for 
bananas,  which  constitute  the  basic  export 
product  of  several  Caribbean  countries,  such 
as  Jamaica,  Grenada,  St.  Vincent,  St.  Lucia 
and  Dominica,  and  which  currently  enter  the 
United  Kingdom  free  of  tariff  and  non-tariff 
restrictions.  If  the  Common  External  Tariff — 
the  current  level  is  20  per  cent — were  to  be 
applied  to  bananas,  it  might  have  very  serious 
effects  on  this  sector  of  the  export  trade  of 
these  Caribbean  countries. 

Mention  should  also  be  made  of  the  Com¬ 
monwealth  African  countries,  which  currently 
enjoy  preferential  access  to  the  British  market 
at  reduced  rates  of  duty  in  respect  of  a  wide 
variety  of  tropical-zone  primary  and  semi- 
processed  products.  The  major  imports  eli¬ 
gible  for  such  treatment  are  coffee  (Kenya, 
Uganda,  Ghana,  Nigeria);  leaf  tobacco  (Tan¬ 
zania);  fresh  bananas  (Ghana  and  Nigeria); 
ground-nuts  (Nigeria,  Zambia,  Tanzania  and 
Uganda);  and  palm  oil  (Nigeria).  Some  of 
these  countries  (Kenya,  Uganda  and  Tan¬ 
zania),  as  noted  earlier,  concluded  a  preferen¬ 
tial  trade  agreement  with  the  Community  some 
time  ago;  however,  the  trade  advantages  granted 
under  the  Arusha  Agreement,  which  came  into 
force  on  1  January  1971,  are  more  limited 
than  those  granted  to  the  African  countries 
which  are  signatories  to  the  Yaounde  Conven¬ 
tion  (for  example,  there  are  tariff  quotas  for 
Kenyan  coffee).  There  is  therefore  a  possibility 
that,  during  the  discussions  on  special  arrange¬ 
ments  with  the  Commonwealth  African  coun¬ 
tries,  the  three  countries  which  have  signed 
the  Arusha  Agreement  will  request  that  the 
preferences  which  they  now  enjoy  should  be 
expanded. 

The  general  attitude  within  the  Community 
has  been  in  favour  of  establishing  preferential 
arrangements  similar  to  those  in  the  Yaounde 
Convention  between  the  expanded  Community 
and  the  Commonwealth  African  countries. 
However,  the  fact  that  some  of  the  present 
EEC  member  Governments  have  insisted  that 
the  admission  of  these  countries  to  the  regime 
of  association  should  not  jeopardize  the  inter¬ 
ests  of  the  existing  African  Associated  States 
might  mean  that  an  intermediate  type  of  sys¬ 
tem  will  be  evolved  under  which  the  Common¬ 
wealth  African  countries  would  receive  benefits 
within  the  expanded  Community  comparable  to 
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those  they  now  enjoy  in  the  British  market.  In  expanded  Common  Market  may  have  the  effect 
any  case,  serious  consideration  should  be  given  of  turning  aside  some  of  Latin  America’s  cur- 
to  the  possibility  that  new  and  extended  prefer-  rent  exports  of  tropical-zone  products  to  the 
ential  treatment  for  African  products  in  the  EEC. 

C.  RELATIONS  WITH  THE  UNITED  STATES 


1.  Trade  relations 

During  the  period  1961-1965  to  1966-1969, 
Latin  American  exports  to  the  United  States 
grew  at  an  average  rate  of  4.1  per  cent  per 
year,  which  is  less  than  the  growth  rate  of 
Latin  American  sales  to  the  markets  of  other 
major  developed  countries  (EEC,  7.1  per  cent 
and  Japan,  13.6  per  cent)  and  to  the  region 
itself  (17.5  per  cent).  Only  exports  to  EFTA 
(increase  of  3.2  per  cent  per  year)  grew  more 
slowly  (see  table  7).  Following  a  period  of 
virtual  stagnation  in  1969  (an  increase  of 
barely  0.7  per  cent),  the  region’s  exports  to 
the  United  States  grew  by  8.3  per  cent  in  1970 
(EEC,  13  per  cent  and  Japan,  29.1  per  cent), 
compared  with  a  growth  rate  of  9.2  per  cent 
for  total  exports. 

As  a  result  of  this  trend,  the  relative  share 
of  the  United  States  market  in  the  total  exports 
of  the  region  fell  from  34.3  per  cent  in  1961- 
1965  to  30.1  per  cent  in  1970.  This  decline 
becomes  all  the  more  obvious  if  account  is 
taken  of  Latin  America’s  share  in  the  total 
imports  of  the  United  States,  which  dropped 
from  28  per  cent  in  1950  to  21  per  cent  in 
1960  and  only  12  per  cent  in  1969.  The  slump 
in  Latin  American  exports  to  the  United  States 
market  can  be  clearly  appreciated  if  it  is  borne 
in  mind  that,  while  the  total  imports  of  the 
United  States  grew  by  140  per  cent  between 
1960  and  1969,  its  imports  from  Latin  Amer¬ 
ica  rose  by  barely  33  per  cent  during  the  same 
period. 

Table  8  shows  Latin  American  exports  to 
the  United  States  by  sections  of  the  SITC. 
Analysis  of  the  table  reveals  the  structural 
importance  of  basic  commodities  (sections  0 
to  4),  whose  share  varied  from  87.5  per  cent 
in  1961-1965  to  84.2  per  cent  in  1966-1969. 
Food,  beverages  and  tobacco  (sections  0  and  1 
of  the  SITC)  accounted  for  the  same  propor¬ 
tion  of  over- all  exports  (45.6  per  cent  in  1969 
compared  with  46.5  per  cent  in  1961-1965), 
while  exports  of  fuel  accounted  for  25  per  cent 
of  total  exports  throughout  the  period  under 
consideration.  Latin  American  exports  of  basic 
commodities  to  the  United  States  market  over 
the  periods  1961-1965  and  1966-1969  as  a 


whole  grew  at  the  sluggish  rate  of  2.7  per  cent 
per  year. 

Exports  of  manufactured  goods  (SITC  sec¬ 
tions  5  to  7)  have  increased  much  more 
quickly,  reaching  an  annual  average  of  9.9  per 
cent  for  the  decade  considered,  with  an  annual 
rate  of  45  per  cent  for  machinery  and  trans¬ 
port  equipment,  exports  of  which  were  negli¬ 
gible  at  the  beginning  of  the  period.  However, 
there  has  been  no  great  increase  in  the  share 
of  manufactures  and  semi-manufactures  in  total 
exports,  despite  the  dynamic  growth  shown  by 
the  figures  cited:  their  share  was  15.4  per  cent 
in  1969,  compared  with  11.9  per  cent  in  1961- 
1965.  Table  9  presents  the  evolution  of  Latin 
American  exports  to  the  United  States  for  a 
group  of  selected  products.  The  figures  in  the 
table  show  a  relative  and  sometimes  absolute 
decline  for  some  products  (coffee,  petroleum 
and  petroleum  products,  etc.)  and  a  particu¬ 
larly  marked  drop  in  the  case  of  certain  raw 
materials  for  industrial  use  (copper,  lead,  iron, 
wool,  etc.).  Thus,  the  share  of  certain  Latin 
American  products  in  the  total  imports  of  the 
United  States  fell  between  1961-1965  and 
1966-1969  from  29.5  to  21.2  per  cent  in  the 
case  of  iron  ore,  from  49.6  to  30.7  per  cent  in 
the  case  of  petroleum,  from  58.1  to  45.3  per 
cent  in  the  case  of  copper  and  from  40.4  to 
36.1  per  cent  in  the  case  of  lead.  During  the 
same  period,  Latin  American  exports  of  food, 
including  tropical  products  (except  coffee), 
remained  steady  or  showed  improvement. 

The  decline  in  Latin  America’s  position  as 
a  supplier  of  the  United  States  market  is  bound 
up  to  a  significant  extent  with  changes  in  the 
structure  of  consumption  and,  hence,  of  the 
imports  of  that  country;  industrial  products 
have  tended  to  account  for  an  ever-increasing 
proportion  of  United  States  imports.  A  study 
on  the  subject26  indicates  that  over  the  period 
1961-1962  to  1966-1967,  one  third  of  the 
difference  between  the  increase  in  total  United 
States  imports  (+66.9  per  cent)  and  the  in¬ 
crease  in  the  value  of  United  States  imports 

26 IA-ECOSOC,  “Hacia  una  mayor  participacidn 
latinoamericana  en  el  mercado  de  los  Estados  Unidos” 
(CIES/1376,  12  May  1969). 
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Table  7 

LATIN  AMERICAN  TRADE  WITH  THE  UNITED  STATES 
( Millions  of  dollars,  f.o.b.) 
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Source:  United  Nations,  Monthly  Bulletin  of  Statistics,  June  1963  to  June  1971. 
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b  Including  section  9  of  the  SITC. 


from  Latin  America  (  +  18  per  cent)  may  be 
attributed  to  the  region’s  relative  loss  of  ground 
in  the  supply  of  products  that  it  exported  to  the 
United  States  at  the  beginning  of  the  period, 
while  two  thirds  of  the  difference  may  be  put 
down  to  the  shift  in  United  States  demand  for 
imports  towards  manufactured  goods  which 
Latin  America  is  not  yet  in  a  position  to  sup¬ 
ply.  In  other  words,  the  unfavourable  trend  of 
Latin  American  exports  to  the  region’s  princi¬ 
pal  market  must  be  attributed  to  growing  com¬ 
petition  from  other  suppliers  or  to  inadequate 
expansion  of  the  region’s  productive  capacity 
as  well  as  to  failure  to  adapt  its  export  com¬ 
ponent  to  meet  changes  in  United  States 
demand. 

To  these  structural  factors  should  be  added 
the  effects  of  certain  protectionist  barriers  in 
force  in  the  United  States,  which  have  helped 
to  restrict  imports  of  certain  commodities  from 
Latin  America.  Although  the  United  States  has 
time  and  time  again  made  itself  a  party  to  inter¬ 
national  and  regional  agreements  concerned 
with  the  improvement  of  the  terms  of  trade  with 
the  developing  countries  in  general  or  the  Latin 
American  countries  in  particular,27  the  latter 
have  made  no  significant  progress  towards  se¬ 
curing  the  actual  implementation  of  those 
agreements  and  have  had  to  continue  contend¬ 
ing  with  the  effects  of  restrictive  United  States 
legislation,  which  in  some  cases  has  actually 
worsened  the  conditions  of  access  for  their 
products.  By  way  of  example,  mention  may  be 
made  of  the  1965  sugar  legislation,  which  pro¬ 
vided  for  an  increase  in  the  share  of  United 
States  producers  in  the  total  supply  of  the  coun¬ 
try.28  The  legislation  introduced  in  1964,  fixing 
quotas  for  imports  of  meat,  is  similar  in  char¬ 
acter:  its  application  depends  largely  on  ad¬ 
ministrative  decisions,  and  up  to  now  it  has 
been  implemented  mainly  through  voluntary 
restrictions  on  shipments  of  meat  to  which  the 
principal  foreign  suppliers  have  been  induced 
to  agree  from  July  1970  onwards.  In  1967  and 


27  The  removal  of  tariff  and  non-tariff  barriers  in 
favour  of  products  of  interest  to  the  developing  coun¬ 
tries  and  the  maintenance  of  the  status  quo  in  favour 
of  such  countries,  are  dealt  with,  inter  alia,  in  the 
following  agreements:  ( a )  at  the  inter-American  level: 
the  Buenos  Aires  Protocol  of  27  February  1967  and 
the  “Declaration  of  the  Presidents  of  America, 
signed  at  Punta  del  Este,  on  14  April  1967;  (b) lat 
world  level:  the  ministerial  programme  of  GATT, 
1963;  new  Part  IV  of  GATT,  Article  XXXVII 
(1965);  UNCTAD  recommendations  A.II.l  and 
A.III.4  etc. 

28  Circles  in  Congress  urge  that  this  trend  be 
strengthened,  on  the  basis  of  the  new  sugar  law. 


1968,  the  United  States  introduced  quotas  for 
dairy  products  which  affected  exports  from 
Argentina,  and  in  1969  it  strengthened  these 
measures  in  respect  of  certain  types  of  cheese. 
In  the  same  connexion,  mention  should  be 
made  of  the  United  States’  efforts  to  persuade 
Brazil  to  increase  the  duty  on  the  raw  material 
used  to  produce  soluble  coffee  which  is  ex¬ 
ported  to  the  United  States,  although  such 
efforts  violate  the  principle  of  co-operation  with 
the  developing  countries  to  help  them  to  in¬ 
crease  the  level  of  processing  of  their  basic 
products.  To  sum  up,  it  may  be  pointed  out 
that  in  mid-1970,  the  following  products  were 
subject  to  import  quotas  in  the  United  States:29 
wheat  and  wheat  preparations  (wheat  flour, 
semolina,  milled  wheat);  cotton  and  cotton 
waste;  ground-nuts;  dairy  products;  sugar;  pe¬ 
troleum  and  petroleum  products;  cotton  manu¬ 
factures;  coffee;  fresh,  chilled  or  frozen  meat; 
and  fresh,  chilled  or  frozen  fish. 

Some  decisions  taken  by  the  United  States 
Government  have,  however,  appeared  to  be 
aimed  at  fulfilling  the  agreements  cited  above. 
These  included:  the  suspension  of  import  quo¬ 
tas  for  lead  and  zinc  ores  and  concentrates 
from  October  1965;  the  reduction  in  1966  of 
the  controls  and  duties  on  imports  of  certain 
oilseed  products  and  minerals;  the  offers  made 
by  the  United  States  in  respect  of  its  applica¬ 
tion  of  the  general  system  of  preferences,30  and 
certain  concessions  approved  at  the  end  of  the 
Kennedy  Round  negotiations,  such  as  the  es¬ 
tablishment  of  consultation  and  negotiation 
machinery  within  the  inter-American  system. 

Examination  of  Latin  American  imports 
from  the  United  States  also  reveals  a  reduction 
in  that  country’s  relative  share  in  the  trade  of 
the  region.  Between  1961-1965  and  1970,  the 
share  of  United  States  products  in  Latin  Ameri¬ 
can  imports  fell  from  40.6  to  37.4  per  cent  (see 
table  7).  Nevertheless,  Latin  American  imports 
from  the  United  States  grew  at  an  average  an¬ 
nual  rate  of  7.5  per  cent  between  1961-1965 
and  1966-1969,  that  is  to  say,  twice  as  much 
as  the  region’s  exports  to  that  country.  During 
the  same  period,  Latin  American  imports  from 
the  European  Common  Market  grew  by  8.7 
per  cent,  from  EFTA  by  8.2  per  cent  and  from 
Japan  by  17  per  cent. 


29  See  IA-ECOSOC/CECON,  “ Leyes  y  reglamenta- 
ciones  no  arancelarias  aplicadas  por  el  Gobierno  de 
los  Estados  Unidos,”  June  1970. 

30  President  Nixon  recently  announced  that  the 
relevant  bill  would  soon  be  sent  to  Congress. 
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Tal 

UNITED  STATES:  IMPORTS  OF  THE  PRINCIP, 

( Millions 


SITC 

group 

Commodity 

1961-1965 

Latin 

America 

Percentage 

World 

Latin 
A  meric. 

Oil 

Meat,  fresh,  chilled  or  frozen  . 

39.7 

14.4 

276.4 

81.9 

013 

Meat  in  airtight  containers,  n.e.s.  and  meat  prepara- 

tions  . 

40.6 

26.5 

153.3 

77.3 

051 

Fruit  and  nuts,  fresh  . 

130.5 

65.3 

199.8 

220.6 

054 

Vegetables,  fresh,  frozen  or  simply  preserved  . 

32.1 

49.9 

64.3 

90.G 

061 

Sugar  . 

265.7 

49.7 

534.7 

385.3; 

071 

Coffee  . 

828.3 

79.6 

1,040.0 

739.5 

072 

Cocoa  . 

50.1 

32.2 

155.4 

75.1! 

262 

Wool  and  other  animal  hair . 

61.5 

23.6 

260.6 

39.1 

281 

Iron  ore  . 

135.9 

38.5 

352.7 

143.2 

283 

Ores  of  non-ferrous  base  metals  . 

104.5 

29.5 

354.7 

94.2 

331 

Crude  petroleum  . 

547.4 

49.6 

1,104.7 

496.0 

332 

Petroleum  products  . 

358.1 

50.3 

711.5 

474.6 

682 

Copper  . 

182.5 

58.1 

314.4 

255.8 

685 

Lead  . 

21.5 

40.4 

53.2 

30.5 

Total  sample 

2,798.4 

50.2 

5,575.5 

3,203.2 

Total  imports 

3,496.4 

19.9 

17,572.6 

4,216.4 

Total  sample  percentage 

80.0 

31.7 

76.(3 

Source:  United  Nations,  Commodity  Trade  Statistics,  1961-1970. 
a  Latin  America  comprises  the  twenty  republics,  including  Cuba. 


The  disparity  between  the  trends  in  Latin 
American  exports  to  and  imports  from  the 
United  States  has  resulted  in  the  region  having 
a  marked  trade  deficit  in  recent  years  (see 
table  7).  Thus,  in  the  period  1966-1969,  Latin 
America  had  an  average  annual  deficit  of  472 
million  dollars,  four  times  higher  than  the  defi¬ 
cit  recorded  in  the  period  1961-1965,  while  in 
1969  and  1970  the  deficit  reached  the  very 
considerable  amounts  of  710  million  and  1,210 
million  dollars,  respectively.  The  growing  defi¬ 
cit  caused  by  the  above  trends  in  trade  rela¬ 
tions  with  the  United  States  has  to  be  offset 
from  the  surpluses  obtained  by  the  region  in 
its  trade  with  other  developed  areas  or  coun¬ 
tries. 

2.  Financial  relations 

In  the  “Charter  of  Punta  del  Este”  (1961), 
which  initiated  a  programme  of  inter-American 
co-operation,  it  is  stated  that  in  order  to  achieve 
the  goals  set  by  the  “Alliance  for  Progress”  the 
Latin  American  countries  should  obtain  “suffi¬ 


cient  external  financial  assistance”,  and  that 
such  assistance  should  meet  a  series  of  condi¬ 
tions,  including  the  following:  (a)  supply 
of  at  least  20,000  million  dollars  during  the 
1960s;  (b)  flexible  conditions  with  respect  to 
periods  and  terms  of  repayment  and  forms  of 
utilization;  (c)  the  greater  part  of  the  assist¬ 
ance  should  come  from  public  funds,  and  ( d ) 
the  assistance  should  be  made  available  to  sup¬ 
plement  the  domestic  efforts  of  the  recipient 
countries,  in  response  to  specific  plans  for  in¬ 
stitutional  reforms  and  for  the  economic  and 
social  development  of  the  Latin  American 
countries.  The  United  States  expressly  under¬ 
took  to  supplement  the  efforts  of  the  partici¬ 
pating  countries  and  declared  that  it  was  pre¬ 
pared  to  allocate  resources  appropriate  in  kind 
and  volume,  in  the  form  of  subsidies  or  loans 
on  sufficiently  flexible  conditions.  A  number  of 
factors  over  the  period  1961-1970  consider¬ 
ably  hampered  or  restricted  the  fulfilment  of 
these  undertakings.  Thus,  there  was  a  notable 
discrepancy  between  the  amount  of  financing 
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\<llars,  f.o.b.) 


J - 

1966-1970 

1969 

1970 

Latin 
America, 
average 
annual 
growth  rate 
1966-1970 

1961-1965 

Percentage 

World 

Latin 

America 

Percentage 

World 

Latin 

America 

Percentage 

World 

4 - 

:  17.2 

475.7 

97.8 

18.0 

544.6 

118.2 

18.3 

647.7 

15.6 

1  26.4 

293.2 

87.4 

27.8 

314.1 

95.4 

26.3 

362.6 

13.8 

■  69.4 

317.7 

224.6 

68.7 

327.0 

241.7 

70.5 

342.9 

11.1 

1  75.3 

119.5 

104.5 

77.5 

134.8 

142.2 

80.1 

177.6 

22.0 

i  57.7 

668.1 

401.5 

58.6 

685.6 

445.1 

56.9 

782.0 

7.7 

!  68.6 

1,078.1 

644.6 

68.7 

938.1 

798.7 

65.9 

1,212.6 

-2.3 

s-  40.4 

185.7 

92.3 

45.6 

202.4 

89.2 

36.0 

248.0 

8.5 

21.4 

183.0 

26.3 

17.0 

154.6 

25.2 

21.7 

116.3 

-8.7 

31.9 

448.5 

147.5 

36.7 

402.5 

153.5 

32.0 

479.5 

1.0 

20.0 

470.9 

95.8 

19.9 

482.5 

110.8 

21.2 

521.8 

-2.1 

37.6 

1,319.8 

471.6 

32.6 

1,445.1 

444.6 

30.7 

1,449.2 

-2.0 

44.9 

1,058.2 

444.5 

39.9 

1,114.8 

567.2 

42.9 

1,320.9 

5.8 

40.8 

627.4 

235.0 

48.3 

486.4 

239.5 

45.3 

528.9 

7.0 

38.6 

79.1 

30.0 

40.9 

73.4 

26.8 

36.1 

74.2 

7.2 

43.7 

7,325.0 

3,103.4 

42.5 

7,305.7 

3,498.1 

42.3 

8,264.1 

2.7 

13.1 

32,299.0 

4,213.6 

11.7 

36,051.8 

4,779.2 

12.0 

39,963.2 

3.8 

22.7 

73.7 

20.3 

73.2 

20.7 

funds  officially  authorized  for  Latin  America 
and  the  funds  actually  made  available  to  the 
Latin  American  countries  (disbursements)  by 
the  United  States  official  agencies  (see  table 
10).  Between  1961  and  1970,  official  United 
States  financial  assistance  to  Latin  America 
amounted  to  10,170  million  dollars,  including 
credit  authorizations  to  the  Agency  for  Inter¬ 
national  Development  (AID),  Eximbank,  and 
the  United  States  Treasury,  but  the  loans  ac¬ 
tually  granted  by  the  various  official  bodies 
over  the  same  period  amounted  to  8,404  mil¬ 
lion  dollars.  This  inadequate  utilization  of  cred¬ 
its  may  be  attributed,  inter  alia,  to  the  condi¬ 
tions  imposed,  especially  the  requirement  that 
beneficiary  countries  contribute  counterpart 
funds,  which  frequently  could  not  be  raised 
because  of  budgetary  problems.  Certain  re¬ 
quirements  relating  to  the  approval  and  super¬ 
vision  of  the  implementation  of  programmes 
also  created  difficulties  or  delayed  the  alloca¬ 
tion  of  funds.  Moreover,  the  terms  and  condi¬ 


tions  surrounding  certain  “tied”  loans,  linked 
to  lists  of  products  whose  prices  in  the  United 
States  were  higher  than  those  prevailing  on 
the  international  markets,  hampered  or  pre¬ 
vented  the  use  of  such  loans  by  the  Latin 
American  countries. 

It  is  worth  noting  that,  between  1961  and 
1968,  official  credit  allocations  to  Latin  Amer¬ 
ica  amounted  to  between  800  and  1,400  mil¬ 
lion  dollars  a  year,  fairly  close  to  the  level 
stipulated  in  the  undertaking  entered  into  by 
the  United  States  Government  at  Punta  del 
Este.  This  amount  was  reduced  to  650  million 
dollars  a  year  in  1969  and  1970,  however,  be¬ 
cause  of  the  restrictive  attitude  of  the  United 
States  Senate  in  the  field  of  foreign  aid.  As  the 
balance-of-payments  problem  of  the  United 
States  worsened  in  1971,  culminating  in  a  com¬ 
plex  international  monetary  crisis,  which  was 
not  entirely  resolved  by  the  agreement  reached 
in  Washington  in  December  1971,  it  is  to  be 
expected  that  in  1972,  and  possibly  in  subse- 
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quent  years  also,  an  even  more  negative  line 
will  be  taken  in  United  States  policy  on  official 
credit  assistance  abroad. 

Apart  from  the  question  of  the  amount  of 
credits  granted,  it  should  be  emphasized  that 
there  was  a  considerable  discrepancy  between 
the  level  of  credits  disbursed  and  the  actual  net 
flows  of  funds  after  taking  into  account  the 
servicing  by  the  Latin  American  countries  of 
their  debts  to  the  United  States  (see  again 
table  10).  Generally  speaking,  such  service 
payments  cut  the  amount  of  funds  actually 
made  available  to  the  Latin  American  coun¬ 
tries  by  one  third,  or  even  by  closer  to  one  half 
in  exceptional  years,  such  as  1964.  The  net 
flows  normally  represent  50  per  cent  of  the 
loans  approved. 

As  regards  the  conditions  under  which  offi¬ 
cial  United  States  loans  to  Latin  America  have 
usually  been  granted,  it  is  to  be  observed  that 
interest  rates  have  tended  to  rise  throughout 
the  past  decade,  in  accordance  with  trends  on 
the  international  finance  market,  while  repay¬ 
ment  periods  and  periods  of  grace  have  got 
longer.  The  rates  of  interest  applied  by  AID 
rose  from  1.9  per  cent  in  1961  to  3  per  cent 
in  1970,  those  of  Eximbank  from  5.5  to  6  per 
cent.  Rates  of  interest  on  official  United  States 
credits  have  not  increased  as  much  as  those 
for  financial  assistance  granted  to  Latin  Amer¬ 
ica  by  the  international  organizations.  Thus,  the 
interest  rates  on  ordinary  loans  granted  by  IDB 
rose  from  5.8  to  8.2  per  cent  between  1961 
and  1970,  while  those  on  IBRD  loans  went  up 
from  5.8  to  7  per  cent. 

With  regard  to  the  practice  of  “tied  loans”, 
which  has  been  applied  in  a  particularly  un¬ 
favourable  manner  in  transactions  of  the  United 
States  Agency  for  International  Development 
(USAID),  the  United  States  Government  has 
partially  accepted  the  Latin  American  coun¬ 
tries’  complaints  and  criticisms,  but  only  after 
a  period  of  hard-line  attitude  when  it  even 
went  so  far  as  to  establish  the  criterion  of  addi¬ 
tionality.  Among  other  negative  consequences 
of  the  policy  of  tied  loans,  it  is  estimated  that 
the  countries  of  the  region  paid  prices  for 
United  States  products  around  30  per  cent 
higher  on  average  than  they  would  have  paid 
for  equivalent  goods  obtainable  on  other  sup¬ 
plier  markets. 

The  marked  drop  in  official  United  States 
aid  to  Latin  America  over  the  last  three  years 
began  with  the  reduction  in  bilateral  loans  and 
then  spread  to  IDB  loans,  following  the  re¬ 
fusal  by  Congress  to  authorize  the  additional 
funds  requested  by  the  Executive  in  1970. 


The  United  States  has  not  been  able  to  do 
justice  at  world  level  to  the  recommendations 
approved  by  UNCTAD  or  the  targets  set  by 
the  Development  Assistance  Committee  of 
OECD  either.  Indeed,  net  transfers  of  funds — 
both  official  and  private — to  the  developing 
countries  have  been  dropping  further  and  fur¬ 
ther  from  the  target  of  1  per  cent  of  the  United 
States  gross  national  product,  since  they  at¬ 
tained  0.7  per  cent  in  1967,  0.6  per  cent  in 
1968,  and  only  0.49  per  cent  in  1969.31  This 
decline  in  official  United  States  aid  to  Latin 
America  is  not  obvious  from  the  actual  dis¬ 
bursements  to  the  region.  Table  10  shows  that 
in  1969  and  1970  gross  disbursements  under 
bilateral  loans  remained  at  around  the  aver¬ 
age  for  the  decade,  while  in  the  same  two  years 
IDB  credit  disbursements,  which  come  largely 
from  funds  contributed  by  the  United  States, 
showed  a  considerable  upswing  even  exceeding 
the  average  for  the  decade.  An  analysis  of  the 
net  currents  shows  a  similar  trend,  owing  to 
the  more  rapid  utilization  of  credits  approved 
in  previous  years.  However,  bearing  in  mind 
the  significant  decrease  in  official  credit  allo¬ 
cations  during  1969-1970,  it  is  to  be  expected 
that  in  the  near  future — unless  the  current  trend 
in  allocations  is  reversed — there  will  be  an  in¬ 
creasing  decline  in  the  volume  of  gross  dis¬ 
bursements  by  official  United  States  agencies 
in  favour  of  Latin  America.  The  effect  on  the 
net  currents  will  be  even  more  pronounced, 
owing  to  the  growing  burden  of  service  pay¬ 
ments  on  debts  contracted  in  the  previous 
decade. 

Several  events  have  pointed  up  the  uncertain 
future  of  official  United  States  assistance  and 
the  tendency  of  the  United  States  Government 
to  cut  back  on  certain  undertakings  in  order  to 
solve  its  own  problems  in  the  external  sector. 
Thus,  the  10  per  cent  reduction  in  foreign  aid, 
decided  upon  in  August  1971  as  one  of  the 
measures  to  correct  the  tremendous  deficit  in 
the  country’s  balance  of  payments  but  subse¬ 
quently  revoked  for  Latin  America,  makes  an¬ 
other  retrograde  step  in  the  United  States’ 
dwindling  role  in  the  provision  of  financial  as¬ 
sistance  for  development.  The  United  States 
Senate,  which  in  recent  years  had  systematically 
cut  down  the  amounts  proposed  by  the  Execu¬ 
tive,  rejected  outright  the  last  bill  that  was 
tabled  on  the  matter,32  declaring  that  the  allo- 


31  Development  Assistance  Committee  (DAC), 
Assistance  to  Development — Annual  Reviews. 

32  In  November  1971,  the  Senate  threw  out  in  its 
entirety  the  bill  on  foreign  aid  allocations  presented 
by  President  Nixon. 
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cations  must  be  drastically  cut  before  its  deci¬ 
sion  could  be  revised.  In  the  meantime,  so  as 
not  entirely  to  interrupt  its  foreign  aid  pro¬ 
gramme,  the  Executive  is  resorting  to  provi¬ 
sional  extensions  of  credits  approved  in  the 
previous  fiscal  year. 

The  prospects  described  above  are  a  source 
of  great  concern  to  the  countries  of  Latin 
America,  as  the  United  States  continues  to  be 
far  and  away  the  main  source  of  external  funds 
for  the  region  and  the  Latin  American  coun¬ 
tries  consider  that,  for  most  of  them,  any  ac¬ 
celeration  in  the  development  process  in  the 
next  decade  will  continue  to  depend  on  the 
volume  and  conditions  of  external  financial 
assistance,  especially  assistance  of  United 
States  origin.  The  effects  of  United  States  aid 
to  Latin  America  could  be  improved  in  the 
future  if  such  aid  were  programmed  on  a  long¬ 
term  basis  so  that  the  region  knew  well  in  ad¬ 
vance  the  size  of  the  aid  it  would  receive.  Such 
programming  would  be  facilitated  if  more 
United  States  official  aid  were  channelled 
through  mutilateral  channels  and  especially 
through  the  IDB. 

The  conditions  on  which  aid  is  supplied 
would  also  be  improved  if  the  process  of  “un¬ 
tying”  aid  that  was  begun  in  1969  were  com¬ 
pleted,  both  on  account  of  the  direct  encour¬ 
agement  this  would  be  to  the  recipient 
countries  and  the  stimulus  it  would  provide 
for  increased  participation  in  multilateral 
schemes.33  Lastly,  the  channelling  of  more  re¬ 
sources  through  international  institutions  should 
be  accompanied  by  increased  multilateraliza¬ 
tion  of  the  process  of  taking  decisions  on  the 
granting  of  financial  assistance — an  aspect  on 
which  the  Latin  American  countries  have  been 
laying  great  stress,  particularly  within  IDB. 

3.  Co-operation  within  the  inter-American 
system 

In  view  of  the  gradual  weakening  of  the 
process  of  inter-American  co-operation  pro¬ 
vided  for  under  the  Alliance  for  Progress  and 
the  deterioration  of  their  trade  and  financial 
relations  with  the  United  States,  in  May  1969 
the  Latin  American  countries  adopted  the  Con¬ 
sensus  of  Vina  del  Mar,  a  wide-ranging  docu¬ 
ment  which  laid  fresh  bases  for  inter-American 
relations  and  action  in  the  field  of  trade,  financ¬ 
ing  and  technical  assistance. 


33  OAS/IA-ECOSOC,  “Analisis  de  la  evolucidn 
economica  y  social  de  America  Latina  desde  comien- 
zos  de  la  Alianza  para  el  Progreso”  (document  CIES/ 
1636/Corr.l-3,  August  1971). 


In  the  matter  of  trade,  the  Consensus  pro¬ 
posed  the  following:  the  establishment  of  op¬ 
erational  machinery  to  ensure  the  fulfilment  of 
the  agreements  on  the  status  quo  and  the  elimi¬ 
nation  of  tariff  and  non-tariff  obstacles  to  the 
sale  of  products  of  special  interest  to  the  Latin 
American  countries  in  the  United  States  mar¬ 
ket;  the  holding  of  a  special  round  of  negotia¬ 
tions  on  primary  commodities  within  GATT; 
the  speedy  conclusion  of  international  agree¬ 
ments  on  specific  products,  such  as  cocoa  and 
vegetable  fats;  the  rapid  implementation  of  the 
generalized  system  of  preferences;  the  establish¬ 
ment  of  specific  standards  to  regulate  the  ap¬ 
plication  of  escape  clauses,  and  the  strengthen¬ 
ing  of  national  and  regional  export  promotion 
machinery.  In  the  field  of  financial  co-opera¬ 
tion,  the  Consensus  urges,  among  other  things, 
that  financial  assistance  should  be  a  real  trans¬ 
fer  of  resources  and  be  granted  in  accordance 
with  national  development  policies  and  plans 
of  the  recipient  countries,  that  tied  loans  should 
be  abolished  and  that  multilateral  assistance 
should  be  strengthened. 

The  response  of  the  United  States  Govern¬ 
ment  to  the  collective  Latin  American  position 
was  fairly  positive;  it  proposed  a  new  kind  of 
association  based  on  an  open  dialogue  and 
more  balanced  relations  between  the  two  re¬ 
gions.34  Among  the  specific  decisions  an¬ 
nounced  were  the  “untying”,  from  1  Novem¬ 
ber  1969,  of  AID  credit  funds  as  far  as  pur¬ 
chases  in  Latin  America  were  concerned;  the 
re-examination  of  all  other  onerous  conditions 
and  restrictions  affecting  United  States  loans, 
with  a  view  to  modifying  or  eliminating  them; 
the  deployment  of  vigorous  efforts  to  reduce 
non-tariff  barriers  against  goods  of  special  in¬ 
terest  to  the  Latin  American  countries  and 
other  developing  countries;  decisive  support  for 
the  generalized  system  of  preferences;  increased 
technical  and  financial  assistance  to  promote 
Latin  American  exports;  and  the  establishment, 
within  the  inter-American  system,  of  regular 
procedures  for  the  holding  of  prior  consulta¬ 
tions  on  any  matter  relating  to  trade. 

As  regards  the  machinery  to  deal  with  trade 
problems,  a  Special  Committee  for  Consulta¬ 
tion  and  Negotiation  (CECON)35  was  set  up, 
with  the  following  functions:  (a)  to  hold  con¬ 
sultations  when  a  member  State  of  the  inter- 
American  system  considers  that  the  United 
States  has  violated  the  international  agreements 


34  President  Nixon’s  speech  to  the  AIP,  31  August 
1969. 

35  Resolution  REM  1/70  (Caracas). 
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on  the  status  quo;  (b)  to  review  the  restric¬ 
tions  imposed  by  the  United  States  from  1963 
onwards  which  have  an  adverse  effect  on  im¬ 
ports  of  Latin  American  products,  with  a  view 
to  finding  satisfactory  solutions;  (c)  to  initiate 
consultations  between  the  United  States  and 
the  Latin  American  countries  before  the  former 
adopts  any  measures  which  could  adversely 
affect  imports  from  Latin  America,  and  ( d ) 
to  identify  tariff  and  non-tariff  restrictions  that 
hamper  or  prevent  the  access  to  the  United 
States  market  of  primary  products  and  manu¬ 
factures  from  Latin  America,  with  a  view  to 
considering  recommendations  for  their  gradual 
elimination.  At  its  first  meeting,  CECON  set 
up  an  Ad  Hoc  Group  on  Trade  to  deal  with 
tariff  and  non-tariff  barriers  and  related  ques¬ 
tions.  This  Group  is  responsible  for  identifying 
barriers  of  this  kind  against  products  of  inter¬ 
est  to  the  region,  as  enumerated  in  a  consoli¬ 
dated  fist  presented  by  the  countries  of  the 
region,  and  submitting  to  CECON  proposals 
for  their  elimination.  So  far,  the  Group  has 
made  progress  in  identifying  the  obstacles,  but 
it  has  not  yet  reached  the  stage  of  drawing  up 
proposals  for  their  removal.36  The  lack  of  con¬ 
crete  results  within  CECON  may  be  attributed 
in  large  measure  to  the  limitations  imposed  on 
the  United  States  Executive  by  its  own  domes¬ 
tic  legislation,  which  does  not  allow  it  to  fulfil 
certain  of  its  trade  commitments.37 

In  the  Consensus  of  Vina  del  Mar,  the  Latin 
American  countries  brought  to  the  attention  of 
the  United  States  the  constant  rise  in  rates  of 
interest  on  external  loans  and  the  need  for  the 
adoption  of  measures  to  relieve  the  growing 
burden  of  servicing  such  loans,  especially 


36  At  the  meeting  of  the  IA-ECOSOC  Special  Com¬ 
mittee  held  in  March  1971  at  Punta  del  Este,  the 
terms  of  reference  of  the  Ad  Hoc  Group  on  Trade 
were  confirmed  and  renewed  and  tribute  was  paid 
to  its  positive  efforts  in  the  systematic,  technical  and 
objective  study  of  the  problems  of  tariff  and  non-tarirt 
barriers  which  hinder  the  expansion  of  Latin  Ameri¬ 
can  exports  to  the  United  States  market:  it  was  noted, 
however,  that  up  to  that  time  it  had  not  been  possible 
to  arrive  at  agreements  on  matters  relating  to  tariu 
and  non-tariff  barriers,  health  regulations,  etc. 

37  Despite  having  made  a  request,  in  November 
1969,  for  legal  authority  to  carry  out  certain  trade 
negotiations  of  limited  scope,  the  President  °f  me 
United  States  was  denied  such  powers  during  1970 
and  1971.  The  discussion  in  the  Senate  of  the  19c>y 
Trade  Bill,  which  represented  the  continuation  ot 
the  United  States  trade  policy  of  the  last  few  decades, 
coincided  with  the  manifestation  of  a  marked  pro¬ 
tectionist  attitude  both  in  government  circles  and 
among  the  public  at  large,  mainly  as  a  result  ot  the 
worsening  of  the  balance-of-payments  situation. 


through  the  possible  establishment  of  an  inter¬ 
est  equalization  fund.  Despite  the  recommen¬ 
dations  to  the  same  effect  contained  in  the 
Rockefeller  report,  however,  the  United  States 
Government  has  adopted  no  measures  to  coun¬ 
teract  the  effects  of  increased  interest  rates,  nor 
has  it  taken  a  position  on  the  question  of  the 
interest  equalization  fund.  On  the  contrary,  it 
seems  likely  that,  in  view  of  recent  trends  to¬ 
wards  the  reduction  of  certain  types  of  interest 
rates  in  some  financial  markets,  consideration 
of  this  problem — which  is  especially  impor¬ 
tant  to  Latin  America  in  view  of  the  fact  that 
the  region  receives  even  less  favourable  treat¬ 
ment  than  other  developing  areas — will  be 
postponed  for  the  time  being. 

In  an  attempt  to  satisfy  one  of  the  main 
claims  put  forward  by  Latin  America  in 
November  1969,  the  United  States  Govern¬ 
ment  adopted  a  series  of  directives  designed  to 
free  loans  to  the  region  from  some  of  the 
strings  attached  to  them.  Thus,  credits  granted 
by  AID  from  31  October  1969  onwards  may 
be  used  for  making  payments  in  the  United 
States  and  in  any  Latin  American  country 
except  Cuba,  provided  that  certain  require¬ 
ments  regarding  origin  are  complied  with 
and,  of  course,  that  the  goods38  and  services 
to  be  paid  for  serve  the  development  interests 
of  the  recipient  countries  and  appear  on  specific 
lists.  In  this  connexion,  it  should  be  stressed 
that  the  requirement  for  additionality  referred 
to  earlier  in  this  section  was  abandoned  and 
it  was  decided  that  the  Latin  American  coun¬ 
tries  themselves  could  help  to  draw  up  the 
lists  of  “eligible”  products,  and  even  prepare 
a  common  positive  list  for  the  region.  More¬ 
over,  the  United  States  Government  expressed 
its  willingness  to  study  suitable  ways  of  satis¬ 
fying  other  Latin  American  demands  regarding 
the  date  of  application  of  provisions  for  freeing 
loans  from  strings,  the  conversion  of  United 
States  dollars  into  national  currency  to  finance 
local  expenditure,  the  participation  of  national 
or  regional  Latin  American  banks  in  trans¬ 
actions  connected  with  the  loans  in  question, 
the  criteria  of  eligibility,  the  establishment  ot 
a  margin  of  preference  of  25  per  cent  on  the 


38  Initially,  it  was  stipulated  that  at  least  90  per  cent 
of  the  value  of  eligible  products  must  originate  in  the 
country  receiving  the  loan,  but  this  figure  was  subse¬ 
quently  reduced  to  50  per  cent  at  the  urging  of  Latin 
America,  and  under  the  new  regulations  this  50  per 
cent  can,  for  instance,  be  made  up  as  foUows:  ^^ 
per  cent  of  the  value  produced  in  the  United  States, 
20  per  cent  produced  in  a  Latin  American  country, 
and  10  per  cent  in  any  other  Latin  American  country. 
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c.i.f.  value  of  national  or  regional  goods  and 
services,  the  suspension  of  the  requirement 
that  goods  be  transported  in  ships  flying  the 
United  States  flag,  and  the  replacement  of  the 
positive  list  by  a  negative  list  reflecting  the 
import  policy  of  each  country.39 

In  response,  the  United  States  Government 
agreed  to  extend  the  “untying”  measures  to 
cover  some  or  all  of  the  loans  granted,  regard¬ 
less  of  the  date  of  approval  of  the  loan,  at  the 
request  of  the  Governments  concerned  and 
provided  that  steps  had  not  yet  been  taken 
to  purchase  the  goods  and  services  in  question. 
It  also  authorized  the  direct  sale  of  dollars  to 
finance  local  expenditures  in  connexion  with 
projects  financed  by  AID,  and  it  modified  the 
rules  regarding  origin  along  the  lines  indicated 
above.  No  progress  was  made,  however,  with 

39  The  United  States  may  also  support  the  possible 
multilateralization  of  bilateral  aid  provided  within 
the  framework  of  OECD. 


regard  to  the  other  aspects  mentioned  in  the 
previous  paragraph. 

In  addition,  with  a  view  to  helping  to 
strengthen  the  national  and  regional  capital 
markets  in  Latin  America  and  to  facilitating 
the  access  of  Latin  American  countries  to 
international  capital  markets,  the  United  States 
announced  that  it  would  contribute  up  to  5 
million  dollars  to  set  up  a  special  fund  for 
financing  studies  of  financial  markets,  providing 
technical  assistance  in  the  expansion  and  opera¬ 
tion  of  national  and  regional  markets,  assisting 
in  the  establishment  of  underwriting  funds  and 
giving  support  to  national  private  enterprises 
through  medium-  and  long-term  credits  de¬ 
signed  to  strengthen  their  competitive  capacity. 
It  also  offered  to  donate  15  million  dollars  to 
finance  the  preparation  of  Latin  American 
development  projects  or  pre-investment  and 
investment  projects  to  be  financed  in  full  or 
in  part  with  external  credits. 


D.  RELATIONS  WITH  JAPAN 


1.  General  aspects  and  recent  evolution 

During  the  last  10  years  trade  between 
Latin  America  and  Japan  has  been  greatly 
intensified.  Latin  American  exports  rose  from 
239  million  dollars  (f.o.b.  values)  in  1960  to 
1,020  million  dollars  in  1970,  which  corres¬ 
ponds  to  a  cumulative  annual  rate  of  15.6 
per  cent.  Although  this  relative  increase  is 
greater  than  the  increase  in  exports  from  the 
region  to  other  parts  of  the  world,  however, 
Latin  America’s  share  in  total  Japanese  imports 
decreased  over  the  same  period  from  8  to  6.2 
per  cent,  from  which  it  can  be  deduced  that 
full  advantage  was  not  taken  of  the  dynamism 
of  Japanese  buying  in  the  international  market. 
Latin  American  imports  from  Japan  increased 
from  277  to  990  million  dollars  (f.o.b.  values) 
over  the  last  10  years,  so  that  it  can  be  seen 
that  while  Japan  increased  its  share  in  the 
Latin  American  market  from  3.5  to  6.6  per 
cent,  over  the  same  period  Latin  America’s 
share  of  Japanese  exports  decreased  from  6.8 
to  5.1  per  cent  (see  table  11). 

The  salient  features  of  this  evolution  are 
that: 

(i)  Latin  American  exports  to  Japan  were 
concentrated  on  a  limited  number  of 
products  for  which  Japan,  in  some 
cases,  became  the  main  client,  particu¬ 


larly  raw  materials,  fuels  and  some 
tropical  agricultural  products;40 

(ii)  For  the  same  reason,  the  increase  in 
Latin  American  exports  to  the  Japa¬ 
nese  market  was  limited  to  a  small 
number  of  countries,  chief  among 
which  were  Chile,  Peru,  Brazil,  Vene¬ 
zuela,  Ecuador,  Mexico,  the  Central 
American  countries  and  Argentina; 

(iii)  Latin  America’s  trade  balance  with 
Japan  has  been  generally  favourable. 
Chile,  Peru  and  Ecuador  maintain 
clearly  positive  trade  balances;  Argen¬ 
tina,  Mexico,  Brazil  and  the  Central 
American  Common  Market  countries 
have  balances  which  are  neither  nega¬ 
tive  nor  positive,  while  Colombia, 
Venezuela,  Bolivia  and  some  Carib¬ 
bean  countries  have  chronic  trade 
deficits  with  Japan,  and 

(iv)  Japanese  exports  to  Latin  America 
increased  sharply  in  the  sectors  of 
capital  goods,  machinery,  transport 
equipment  and  various  intermediate 
products,  including  in  particular  iron 
and  steel  products,  synthetic  fibres  and 

40  These  included:  iron  ore,  non-ferrous  metals,  fish 
meal  and  animal  feeds  (maize  and  sorghum),  textile 
fibres  (wool  and  cotton),  bananas,  coffee,  cocoa, 
sugar  and  oilseeds  and  oilseed  cake. 
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chemical  products.  This  fact,  when 
taken  in  conjunction  with  the  type  of 
products  exported  by  Latin  America, 
gives  a  traditional  type  trade  structure 
which  is  not  to  Latin  America’s  advan¬ 
tage  and  which  it  would  be  appropriate 
to  modify. 

The  extraordinary  upsurge  of  the  Japanese 
economy  in  the  last  10  years,  with  an  annual 
rate  of  growth  of  the  gross  national  product  of 
13.6  per  cent  between  1961  and  1965  and  17.2 
per  cent  for  the  period  1966-1970, 41  aided 
Japan’s  rapid  integration  into  international 
trade,42  which  was  underlined  by  the  out¬ 
standing  part  that  Japan  played  in  the  GATT 
Kennedy  Round.  If  the  growth  trend  of  Japan’s 
economy  is  maintained,  even  at  a  slower  rate 
than  in  the  last  10  years,  Latin  America  will 
have  excellent  prospects  of  disposing  of  its 
products  on  the  Japanese  market,  thanks  to 
the  considerable  elasticity  of  the  consumption/ 
import  ratio  as  regards  food  products,  raw 
materials  and  fuels  and  the  new  possibilities  for 
manufactures  and  semi-manufactures  which 
could  arise  from  the  implementation  of  the 
generalized  system  of  preferences. 

The  possibilities  that  the  Latin  American 
market  offers  to  Japanese  export  depend  basic¬ 
ally  on  the  region’s  balance-of-payments  situa¬ 
tion  with  Japan  and  the  rest  of  the  world,  on 
the  external  finance  policy  followed  by  Japan, 
and  on  the  transfer  of  resources  and  technology 
either  directly  or  through  the  expansion  and 
diversification  of  the  areas  of  Japanese  invest¬ 
ment  in  Latin  America. 

2.  Japan’s  trade  policy 

Despite  the  extraordinary  growth  of  its  ex¬ 
port  trade,  Japan  has  consistently  pursued — 
especially  up  to  the  Kennedy  Round — a  severely 
restrictive  trade  policy  characterized  by  high 
tariff  barriers  and  numerous  quantitative  restric¬ 
tions.  After  the  last  negotiations  with  GATT, 
the  results  of  which  were  implemented  nearly 
eight  months  early,43  various  quantitative  restric¬ 
tions  were  maintained  on  products  of  interest 


41  More  than  twice  the  average  rate  of  growth  of 
all  the  other  industrialized  countries. 

42  In  1970,  with  imports  of  raw  materials  and  fuels 
to  the  value  of  7,959  million  dollars,  Japan  became 
the  main  world  market  for  this  sector,  standing 
ahead  of  the  United  States  (6,193  million  dollars), 
the  Federal  Republic  of  Germany  (5,375  million) 
and  the  United  Kingdom  (4,928  million). 

43  The  tariff  reductions  agreed  upon  were  put  into 
effect  in  April  1971. 


in  Latin  America.44  At  the  beginning  of  1971, 
a  change  in  Japanese  trade  policy  began  to 
make  itself  felt;  this  was  largely  due  to  the 
need  to  avoid  an  excessive  accumulation  of 
foreign  currency,  resulting  from  the  large  trade 
surpluses,  and  to  the  efforts  to  slow  down  the 
process  of  inflation  (which  it  was  felt  might 
adversely  affect  the  dynamism  of  the  growth  of 
the  Japanese  economy).  This  change  of  direc¬ 
tion  was  characterized  by: 

(i)  The  above-mentioned  advance  imple¬ 
mentation  of  the  tariff  concessions 
agreed  in  GATT;45 

(ii)  The  implementation  of  the  generalized 
system  of  preferences  in  favour  of  the 
developing  countries  in  August  1971; 

(iii)  The  reduction  from  120  to  40  in  the 
number  of  products  subject  to  quanti¬ 
tative  restrictions  and  the  fixing  of 
larger  quotas  for  the  products  still 
subject  to  restrictions,  and 

(iv)  The  unilateral  reduction  of  tariff  duties 
on  various  products,  particularly  con¬ 
sumer  goods,  and  the  gradual  elimina¬ 
tion  of  the  system  of  automatic  import 
quotas  (47  products  remained  by 
June  1971). 

Although  the  conditions  of  access  to  the 
Japanese  market  have  improved  substantially 
over  the  last  few  years,  various  restrictions 
still  exist  which  limit  the  possibilities  of  dis¬ 
posing  of  products  of  interest  to  Latin  America. 
These  difficulties  arise  from  high  tariff  barriers, 
particularly  as  regards  agricultural  products  and 
processed  foods,  which  have  not  secured  sub¬ 
stantially  better  treatment  in  GATT  and  have 
not  been  included  in  the  generalized  system 
of  preferences;  price  stabilization  machinery 
which  absorbs  any  reduction  in  prices  caused 
by  a  drop  in  international  market  or  prices  by 
currency  movements  affecting  goods  such  as 
meat,  soya,  sugar,  etc.  or  goods  subject  to 
state  trading  controls  (wheat  and  rice);  limi¬ 
tation  of  the  remaining  import  quotas  to  a 
percentage  of  internal  consumption  (3  per 
cent)  which  can  be  considered  extremely  low, 
and  excessively  small  preference  quotas,46 
which  limit  the  benefits  expected  from  the 


44  Including  meat  meal,  fish  meal,  oilseed  cakes, 
animals  on  the  hoof,  etc. 

45  See  table  of  charges  and  non-tariff  restrictions 
applied  by  Japan  to  products  of  interest  to  Latin 
America  ( Economic  Survey  of  Latin  America,  1970) 
(E/CN.12/868/Rev.l). 

46  Imports  from  the  developing  countries  for  the 
base  year,  plus  10  per  cent  of  the  imports  recorded 
for  other  countries. 
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system  of  preferences.  Furthermore,  it  can  be 
seen  that  the  tariff  reductions  introduced  by 
Japan  within  GATT,  unilaterally  or  within  the 
system  of  preferences,  have  in  many  cases 
actually  raised  the  margin  of  customs  protection 
for  some  processed  products,47  in  direct  con¬ 
tradiction  to  the  claims  put  forward  by  the 
developing  countries. 

3.  Areas  of  co-operation 

The  establishment  of  closer  relations  between 
Latin  America  and  Japan  depends  basically  on 
the  possibilities  of  increasing  and  diversifying 
reciprocal  trade  and  on  the  direction  which 
future  Japanese  co-operation  in  the  area  of 
finance  and  technical  assistance  will  take.  The 
expansion  of  trade  should  be  based  on  concrete 
lines  of  action  to  give  Latin  American  primary 
and  processed  products  greater  access  to  the 
Japanese  market,  beginning  with: 

(i)  The  reduction  of  the  high  duties  still 
levied  on  products  not  included  in  the 
system  of  preferences.  Examples  of 
such  duties  are:  meat,  20  per  cent; 
bananas,  40  or  60  per  cent  depending 
on  the  period;  roasted  coffee,  35  per 
cent;  sugar,  15  to  20  dollar  cents  per 
kilo,  etc.; 

(ii)  The  elimination  of  quantitative  restric¬ 
tions  on  products  of  interest  to  Latin 
America48  or  at  least  on  products 
from  developing  countries; 

(iii)  The  reduction  of  unwarranted  protec¬ 
tion  for  products  with  a  higher  level 
of  processing,  unilaterally  or  within 
the  generalized  scheme  of  preferences, 
beginning  with  products  where  protec¬ 
tion  has  actually  increased  over  the 
last  few  years; 

(iv)  Assistance  in  solving  some  operational 
problems  which  hinder  the  growth  of 
Latin  American  exports,  particularly  in 
some  countries  of  the  region.  Such  prob¬ 
lems  include  problems  of  transporta¬ 
tion,  marketing  channels,  knowledge 
of  the  Japanese  market,  proportional 
freight  rates,  and  the  improvement  of 
harbour  services  and  equipment; 

(v)  Support  for  the  export  efforts  being 
made  by  Latin  American  countries, 
through  the  provision  of  technical 
assistance  which  will  allow  advantage 


to  be  taken  of  Japan’s  experience  in 
exports,  the  possible  collaboration  of 
Japanese  trading  companies  and  the 
setting  up  of  centres  for  the  importa¬ 
tion  and  promotion  of  Latin  American 
products  on  the  Japanese  market,  and 

(vi)  The  introduction  of  greater  flexibility 
in  the  application  of  tariff  preferences 
(inclusion  of  products  at  present  ex¬ 
cluded,  broadening  of  the  terms  of 
access,  total  duty-free  entry,  etc.), 
so  as  not  to  disrupt  new  trade  flows 
which  are  beginning  to  be  fostered  by 
this  system.49 

Co-operation  in  finance  and  technical  assist¬ 
ance  could  be  intensified  both  with  regard  to 
the  economic  infrastructure,  particularly  in  the 
case  of  the  least  developed  countries  of  the 
region,  and  also  with  regard  to  the  develop¬ 
ment  of  manufactures  for  export  at  the  national 
or  multinational  level. 

Japan’s  financial  assistance  to  Latin  America 
has  been  exceedingly  limited.  In  1970  it  reached 
169  million  dollars  in  comparison  with  a  total 
of  1,824  million  dollars  for  the  developing 
countries  as  a  whole,  the  largest  share  going 
to  the  Asiatic  countries  (see  table  12).  The 
characteristic  feature  of  Japanese  financial 
assistance  has  been  the  low  proportion  of 
official  assistance  and  the  high  proportion  of 
medium-  and  long-term  supplier  credits  for 
the  acquisition  of  capital  goods  and  equipment; 
this  has  meant  heavier  costs  and  shorter  aver¬ 
age  repayment  periods  and  periods  of  grace 
than  in  the  case  of  the  assistance  provided  by 
most  of  the  other  developed  countries.  It  is 
to  be  hoped  that  in  future  the  flow  of  financial 
resources  from  Japan  to  Latin  America  will  be 
large  enough  and  on  sufficiently  satisfactory 
terms  to  further  the  development  of  reciprocal 
trade  relations,  that  tied  aid  will  be  eliminated 
and  the  conditions  for  granting  aid  improved, 
and  that  official  assistance  on  a  bigger  scale 
will  be  increasingly  channelled  towards  regional 
and  subregional  finance  agencies. 

Japan’s  participation  in  the  industrial  sector 
should  take  account  not  only  of  the  individual 
needs  of  the  different  Latin  American  countries, 
but  also  of  the  sectors  in  which  Japanese  indus¬ 
try  can  make  the  biggest  technological  contri¬ 
bution,  either  directly  or  in  association  with 
financial  contributions  or  investments  of  private 


47  Soluble  coffee,  cooking  oils,  worked  metals. 

48  Processed  foods,  dairy  products,  some  fish  prod¬ 
ucts,  fruit  juices,  etc. 


19  The  import  quotas  for  several  products  (foot¬ 
er,  some  textiles,  etc.)  ran  out  shortly  after  the 
item  came  into  force. 
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Table  12 


GEOGRAPHICAL  DISTRIBUTION  OF  JAPANESE  EXTERNAL  ASSISTANCE 

( Millions  of  dollars ) 


Total 

Total 

Latin  America 

South 

America 

Central 

America 

AsiaP 

Africa 

Bilateral  assistance 

1,149.1 
(1,51 6.0) a 

77.3 

(169.4) 

67.0 

10.3 

957.4 

(1,182.7) 

56.1 

(29.5) 

Government  assistance 

705.4 

(864.1) 

29.3 

23.9 

5.3 

603.6 

15.0 

Official  assistance  for 

development 

339.7 

(371.5) 

-13.4 

(-15.0) 

-13.6 

0.5 

345.4 

(377.8) 

4.1 

(8.4) 

Grants-in-aid 

123.4 

(121.2) 

1.6 

1.1 

0.5 

118.2 

2.7 

Technical  assistance 

19.0 

(21.6) 

1.6 

(1.5) 

ND 

ND 

13.8 

(16.1) 

2.7 

(2.7) 

1.4 

Direct  loans 

(216.2) 

(250.3) 

-14.8 

-14.8 

— 

227.2 

Other  official  assistance 

(365.8) 

(492.6) 

42.2 

37.6 

4.9 

258.1 

10.9 

Direct  investment 

and  loans 

55.9 

(143.1) 

9.1 

9.2 

-0.1 

35.1 

3.5 

Export  credit 

309.9 

(349.5) 

33.3 

28.4 

4.9 

223.0 

7.4 

Private  assistance 

Grants-in-aid 

443.7 

(654.8) 

(2.9) 

48.0 

43.1 

4.9 

353.8 

41.9 

Export  credit 

299.6 

(386.9) 

14.0 

16.9 

-2.9 

249.7 

13.3 

Direct  investment 

144.1 

(265.0) 

34.0 

26.2 

7.8 

104.1 

27.9 

Multilateral  assistance 

Japanese  contribution 
to  international 

agencies  (official  as- 

sistance) 

95.9 

(86.5) 

Official  loans  to  inter- 

national  agencies 

10.0 

(201.0) 

Private  loans  to  inter- 

national  agencies 

Over-all  Total 

Gross  national  product 

8.0 

(17.5) 

1,263.1 

(1,824.0) 

1,658.900 

(1,961.600) 

Assistance  as  percentage 

of  GNP 

0.76 

(0.93) 

Total  export  credit 

609.5 

(736.5) 

47.3 

45.3 

2.0 

472.7 

20.7 

Total  direct  investment 

199.9 

(488.1) 

43.1 

35.4 

7.7 

139.2 

33.4 

iiuwnouuuai  Hauc  auu  in¬ 
dustry  (MITI),  White  paper  on  economic  assistance, 
1970 ;  MITI  Information  Service,  Statistical  data  re¬ 
lating  to  economic  co-operation,  October  1971. 


a  Figures  in  brackets  are  for  1970. 
b  Including  the  Middle  East. 
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capital.  It  should  be  noted  that  Japan  has 
achieved  outstanding  world  success  in  the  areas 
of  electronics,  shipbuilding,  telecommunications, 
precision  industries,  textiles,  etc. 

Japanese  private  investment  in  Latin  Amer¬ 
ica  has  been  increasing  sharply  over  the  last 
few  years,  and  is  estimated  at  more  than  500 
million  dollars  for  the  post-war  period  (see 


table  13),  47.3  per  cent  being  invested  in 
manufacturing  industry,  and  nearly  20  per  cent 
in  mining  industry.  About  70  per  cent  of  this 
private  investment  went  to  Brazil,  20  per  cent 
to  Chile  and  Peru,  and  the  remaining  10  per 
cent  to  Argentina  and  Mexico:  in  other  words, 
almost  exclusively  to  the  most  advanced  coun¬ 
tries  of  the  region. 


Table  13 

JAPAN:  INVESTMENT  ABROAD  BY  SECTOR  AND  AREA,  1951-1969* 

( Millions  of  dollars ) 


Total 

Non ■  industrial  areas 

Latin  America b 

1951-1969 

1969 

1951-1969 

1969 

1951-1969 

1969 

Agriculture,  forestry,  fish¬ 
ing,  mining,  etc . 

1,137.3 

321.7 

874.4 

267.3 

102.2 

43.1 

Mining  . 

891.8 

297.3 

768.0 

247.0 

82.6 

38.2 

Wood,  pulp,  etc . 

133.5 

3.3 

8.3 

1.0 

— 

— 

Manufacturing  . 

542.9 

128.3 

500.1 

121.1 

242.5 

21.5 

Textiles  . 

139.9 

34.0 

136.0 

34.0 

50.1 

5.0 

Chemicals  . 

34.2 

6.3 

22.8 

5.9 

5.6 

0.5 

Metals  . 

128.8 

38.2 

128.0 

37.8 

63.8 

0.8 

Non-electrical  machin¬ 
ery  . 

51.6 

9.4 

46.7 

8.6 

37.4 

6.7 

Electrical  machinery  .  . 

49.0 

22.0 

48.2 

21.6 

13.6 

3.3 

Transport  equipment  .  . 

99.7 

11.4 

81.6 

6.4 

67.5 

4.5 

Other  . 

39.7 

6.9 

36.8 

6.8 

4.5 

0.7 

Trade,  banking  and  other 

1,002.7 

217.6 

285.1 

55.7 

167.8 

35.7 

Total 

2,682.9 

667.6 

1,659.6 

444.8 

512.6 

100.5 

Source:  Ministry  of  International  Trade  and  In-  a  Approved  investment  by  fiscal  year, 

dustry  (MITI),  Present  state  and  problems  of  eco-  b  Including  non-independent  territories  in  the  Car- 

nomic  co-operation,  1970.  Tokyo,  1970.  ibbean. 
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FINANCIAL  RESOURCES  FOR  DEVELOPMENT 


1.  Total  inflow  of  public 
and  private  resources 

Among  the  recommendations  on  interna¬ 
tional  financial  co-operation  that  were  adopted 
at  the  first  session  of  UNCTAD,  that  contained 
in  annex  A.IV.2  provides  that  each  eco¬ 
nomically  advanced  country  should  endeavour 
to  supply  financial  resources  to  the  developing 
countries  of  a  minimum  net  amount  approach¬ 
ing  as  nearly  as  possible  to  1  per  cent  of  its 
national  income — a  target  subsequently  rede¬ 
fined  as  1  per  cent  of  the  gross  national 
product  (GNP).  The  recommendation  was 
ratified  in  1965  by  the  developed  countries 
members  of  the  OECD  Development  Assist¬ 
ance  Committee  (DAC),  who  set  a  deadline 
of  three  years  for  its  attainment  and  listed  a 
number  of  alternative  forms  which  the  finan¬ 
cial  resources  thus  transferred  might  take 
(grants,  official  and  private  loans,  etc.).  In 
adopting  this  target,  the  developed  countries 
in  fact  merely  undertook  to  return  to  the 
situation  prevailing  between  1960  and  1962, 
when  total  financial  transfers  from  developed 
to  developing  countries  averaged  1.11  per  cent 
of  the  former’s  combined  net  national  income. 
After  1962  the  average  had  declined,  dropping 
to  0.95  per  cent  between  1965  and  1967. 

At  the  second  session  of  UNCTAD,  with 
a  view  to  increasing  the  flow  of  financial  re¬ 
sources  towards  the  developing  countries,  a 
decision  was  adopted  (decision  27  (II))  which 
fixed  the  target  more  specifically  as  1  per  cent 
of  the  gross  national  product  at  market  prices. 
When  they  adopted  this  redefined  target,  cer¬ 
tain  developed  countries  undertook  to  reach 
it  by  1972,  or  1975  at  the  latest,  but  others 
felt  that  they  could  not  set  themselves  any 
definite  deadline.  The  principle  was  ratified  in 
the  International  Development  Strategy,  with 
various  developed  nations  maintaining  their 
original  reservations. 

Despite  the  agreements  reached,  however,  it 
has  not  in  practice  proved  possible  to  arrest 
the  downward  trend  of  the  net  financial  trans¬ 
fers  from  developed  countries,  which  dropped 
from  an  average  of  0.91  per  cent  of  the  GNP 
in  1961-1962  to  0.74  per  cent  in  1970,  after 


having  fallen  even  lower  in  1966  and  1967 
(see  table  1).  Although  this  trend  does  not 
necessarily  mean  that  there  was  a  decline  in 
the  absolute  volume  of  net  transfers,  it  does 
represent  a  difference  between  the  growth  rate 
of  the  transfers  and  that  of  the  GNP;  moreover, 
the  actual  net  volume  of  the  transfers  is  deter¬ 
mined  by  the  ratio  between  the  gross  transfers 
and  servicing  payments  in  connexion  with  the 
external  debt  and  private  foreign  investment. 
Hence,  as  we  shall  see,  the  importance  of  the 
degree  of  liberalization  of  the  terms  and  con¬ 
ditions  under  which  some  flows  of  financial 
resources  towards  developing  countries  are  ef¬ 
fected. 

Table  2  shows  the  net  flow  of  financial  re¬ 
sources  to  developing  countries  from  the  16 
DAC  countries  during  the  three-year  periods 
1965-1967  and  1968-1970,  in  relation  to  their 
respective  gross  national  products.  The  average 
for  all  the  DAC  countries  taken  together  rose 
only  slightly  (from  0.74  to  0.76  per  cent), 
despite  the  fact  that  14  countries  increased 
their  transfers  in  certain  cases  by  a  substantial 
amount  (Denmark,  Norway  and  the  Federal 
Republic  of  Germany).  The  relative  decrease 
in  the  net  flow  of  resources  from  the  United 
States — which  resulted  from  its  maintenance 
at  approximately  the  same  absolute  value  in 
dollars  at  current  prices — almost  entirely  offset 
these  relative  increases.  There  was  also  a  de¬ 
cline  in  the  coefficient  for  Switzerland.  The 
United  States  share  in  the  flow  of  resources  is 
decisive,  since  its  GNP  in  1969  represented 
51.5  per  cent  of  the  total  GNP  of  the  DAC 
countries. 

During  the  three-year  period  1968-1970,  the 
1  per  cent  target  was  attained  by  five  de¬ 
veloped  countries:  Belgium,  the  Federal  Re¬ 
public  of  Germany,  France,  the  Netherlands 
and  Portugal.  Five  others  fell  substantially 
short  of  the  target:  Austria,  Canada,  Norway, 
Sweden  and  the  United  States.  The  remaining 
six  countries  registered  cofficients  below  1  per 
cent  but  equal  to  or  higher  than  0.8  per  cent. 

Generally  speaking,  therefore,  progress 
towards  the  1  per  cent  target  has  been  limited. 
Particularly  significant  in  this  connexion,  be- 


100 


Table  1 

THE  FLOW  OF  FINANCIAL  RESOURCES  FROM  DAC  COUNTRIES*  TO  DEVELOPING 
COUNTRIES  AND  MULTILATERAL  INSTITUTIONS,  1965-1970 
( Thousands  of  millions  of  dollars) 


1965 

1966 

1967 

1968 

1969 

1970 b 

Net  disbursements 

Total,  official  and  private  . 

10.36 

10.28 

11.24 

13.06 

13.68 

14.71 

Total  official  . 

6.17 

6.45 

7.01 

7.05 

7.21 

7.95 

Official  development  assistance  .  .  . 

5.87 

6.07 

6.62 

6.32 

6.62 

6.81 

Grants  and  multilateral  contributions0 

4.07 

4.08 

4.33 

4.02 

4.31 

4.41 

Bilateral  loans  . 

1.80 

1.99 

2.29 

2.30 

2.32 

2.40 

Other  official  flows . 

0.30 

0.38 

0.40 

0.72 

0.58 

1.14 

Total  private3  . 

4.18 

3.83 

4.23 

6.01 

6.47 

6.76 

Direct  and  portfolio  investment  . 

3.43 

2.70 

3.22 

4.41 

4.51 

4.59 

Private  export  credits  . 

0.75 

1.12 

1.01 

1.60 

1.96 

2.17 

Indexes  of  volume  (Net  disbursements) 

Total  flow  as  share  of  GNP  (per  cent)  . 

0.78 

0.71 

0.72 

0.78 

0.75 

0.74 

Total  official  flow  as  share  of  GNP  (per  cent) 

0.48 

0.45 

0.46 

0.43 

0.39 

0.40 

Official  development  assistance  as  share  of 
GNP  (per  cent)  . 

0.44 

0.42 

0.43 

0.38 

0.36 

0.34 

Private  flow  as  share  of  GNP  (per  cent)  .... 

0.31 

0.26 

0.27 

0.36 

0.36 

0.34 

Indexes  of  terms  (Commitments) 

Grants  as  share  of  total  official  commitments 
(per  cent)  . 

60.9 

62.2 

56.1 

51.4 

59.0 

Weighted  average  maturity  of  official  loans 
(years)  . 

22.6 

25.1 

24.0 

26.0 

24.3 

Weighted  average  grace  period  of  official  loans 
(years)  . 

4.6 

5.8 

5.5 

6.0 

6.1 

Weighted  average  interest  rate  of  official  loans 
(per  cent)  . 

3.6 

3.1 

3.8 

3.6 

3.5 

Grant  element  of  total  official  commitments 
(per  cent)e . 

77.0 

81.0 

76.0 

75.0 

79.0 

Source:  World  Bank,  International  Development  Association,  Annual  Report  1971,  table  3. 

Note'.  Items  may  not  add  up  to  the  totals  given,  owing  to  rounding. 

a  Australia,  Austria,  Belgium,  Canada,  Denmark,  the  Federal  Republic  of  Germany,  France,  Italy, 
Japan,  Netherlands,  Norway,  Portugal,  Sweden,  Switzerland,  United  Kingdom  and  United  States. 

b  Preliminary  figures. 

« Including  “grant-like”  flows  expressed  in  recipients’  currencies. 

d  Excluding  grants  by  private  voluntary  services,  which  in  1970  totalled  an  estimated  840  million  dol¬ 
lars  from  all  DAC  countries. 

e  On  the  basis  of  a  conversion  rate  of  10  per  cent. 


cause  of  its  unfavourable  nature  and  because 
of  its  tremendous  relative  importance,  is  the 
downward  trend  registered  in  the  United 
States. 

(a)  Official  assistance:  its  crucial  importance 

No  less,  or  perhaps  even  more,  significant 
than  the  1  per  cent  target  for  total  net  flow  is 
the  target  for  official  development  assistance. 
The  exceptional  importance  of  bilateral  and 


multilateral  official  transfers  in  relation  to  total 
financial  transfers  was  acknowledged  at  the 
second  session  of  UNCTAD,  and  although  no 
agreement  could  be  reached  on  a  minimum 
percentage  for  such  official  transfers,  a  number 
of  developed  countries  expressed  their  inten¬ 
tion  of  increasing  their  official  assistance  to 
at  least  0.75  per  cent  of  their  GNP.  Subse¬ 
quently,  the  International  Strategy  stipulated 
(paragraph  43)  that:  “Each  economically  ad- 
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Table  2 


DAC  COUNTRIES:  NET  FLOW  OF  TOTAL  FINANCIAL  RESOURCES 

IN  RELATION  TO  GNP 


{Percentages) 


Average 

1965-1967 

Average 

1968-1970 

Share  of 
total  GNP 
of  DAC 
countries 
in  1969 

Australia  . 

0.67 

0.85 

1.7 

Austria  . 

0.48 

0.63 

0.7 

Belgium  . 

1.00 

1.16 

1.2 

Canada  . 

0.42 

0.55 

4.0 

Denmark  . 

0.18 

0.80 

0.7 

Federal  Republic  of  Germany . 

0.74 

1.11 

8.3 

France  . 

1.22 

1.27 

7.6 

Italy  . 

0.62 

0.85 

4.5 

Japan  . 

0.61 

0.81 

9.0 

Netherlands  . 

1.15 

1.30 

1.5 

Norway  . 

0.38 

0.68 

0.5 

Portugal  . 

1.16 

1.17 

0.3 

Sweden  . 

0.44 

0.61 

1.5 

Switzerland  . 

0.99 

0.85 

1.0 

United  Kingdom  . 

0.87 

0.93 

6.0 

United  States  . 

0.71 

0.57 

51.5 

Total  DAC  countries 

0.74 

0.76 

100.0 

Source:  OECD,  Development  Assistance,  1970  Review  (Paris,  December  1970), 
table  8,  and  estimates  for  1970. 


vanced  country  will  progressively  increase  its 
official  development  assistance  to  the  develop¬ 
ing  countries  and  will  exert  its  best  efforts  to 
reach  a  minimum  net  amount  of  0.7  per  cent 
of  its  gross  national  product  at  market  prices 
by  the  middle  of  the  Decade”. 

However,  clear  though  the  relevant  part  of 
the  Strategy  is  in  this  respect,  only  a  few  coun¬ 
tries  have  indicated  their  unreserved  intention 
of  complying  with  the  objective,  namely,  Bel¬ 
gium,  the  Netherlands,  Norway,  Portugal  and 
Sweden,  whose  combined  GNP  amounted  in 
1969  to  one  twentieth  of  the  total  GNP  of  the 
DAC  countries.  Canada,  for  its  part,  has  de¬ 
clared  its  readiness  to  make  annual  increments 
in  the  percentage  of  its  national  income  as¬ 
signed  to  official  assistance,  while  the  Federal 
Republic  of  Germany  has  stated  its  intention 
of  raising  its  own  assistance  by  11  per  cent 
per  year  up  to  the  0.7  per  cent  target,  but 
without  stipulating  any  deadline. 

The  other  nine  member  countries  of  DAC 
have  not  entered  into  any  commitment  on  the 
subject;  they  include  four  of  the  largest  indus¬ 


trialized  nations  (Italy,  Japan,  the  United 
Kingdom  and  the  United  States),1  whose  com¬ 
bined  GNP  accounted  in  1969  for  71  per  cent 
of  the  total  for  DAC  countries. 

The  total  flow  of  official  financial  resources 
dropped  from  0.46  per  cent  of  the  GNP  of 
DAC  countries  in  1965-1967  to  0.41  per  cent 
in  1968-1970.  Over  the  same  period,  official 
development  assistance — which  includes  only 
transfers  for  development  purposes  and  cor¬ 
responds  exactly  with  the  concept  of  assistance 
used  in  the  International  Development  Strategy 
— declined  even  more  sharply,  from  0.43  to 
0.36  per  cent  (see  table  3);  this  percentage 
was  even  lower  in  1970,  when  it  stood  at  0.33 
per  cent.  In  other  words,  not  only  has  little 
progress  been  made  in  the  attainment  of  the 
official  development  assistance  targets,  but  the 
flow  itself  has  been  steadily  declining  in  rela¬ 
tive  terms  to  a  point  where  the  coefficient  for 


1  As  will  be  seen  below,  France  is  in  a  different 
situation,  as  its  official  development  assistance  already 
stands  at  around  0.7  per  cent  of  its  GNP. 
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1970  stood  at  less  than  half  the  0.7  per  cent 
target. 

Trends  have  varied  fairly  widely  from  one 
DAC  country  to  another.  At  one  end  of  the 
scale  there  are  the  countries — nine  in  all — 
which  have  more  or  less  reached  the  0.7  per 
cent  figure  or  which  have  improved  their  co¬ 
efficient  substantially,  namely,  Australia, 
Canada,  Denmark,  France,  the  Netherlands, 

Norway,  Portugal,  Sweden  and  Switzerland. 

At  the  other  end  are  the  remaining  seven  which 
have  made  no  progress  or  have  actually  cut 
back  their  official  development  assistance: 
Austria,  Belgium,  the  Federal  Republic  of 

Germany,  Italy,  Japan,  the  United  Kingdom 

and  the  United  States.  The  biggest  reductions, 
incidentally,  were  in  the  assistance  provided 
by  Austria,  the  United  Kingdom  and  the 
United  States  (see  table  3 ) . 

In  order  to  place  the  0.7  per  cent  official 
development  assistance  target  in  its  true  per¬ 
spective,  it  should  be  noted  that  the  combined 

Table  3 

DAC  COUNTRIES:  NET  FLOW  OF  OFFICIAL 
DEVELOPMENT  ASSISTANCE  IN  RELATION 
TO  GNP 

( Percentages ) 


Average  Average 

1965-1967  1968-1970 


Australia  .  0.55  0.57 

Austria  .  0.30  0.15 

Belgium  .  0.49  0.47 

Canada  .  0.28  0.34 

Denmark  .  0.18  0.34 

Federal  Republic  of  Germany  0.39  0.38 

France  .  0.72  0.68 

Italy  .  0.15  0.17 

Japan  .  0.29  0.25 

Netherlands  .  0.43  0.55 

Norway  .  0.17  0.31 

Portugal  .  0.73  0.74 

Sweden  .  0.23  0.36 

Switzerland  .  0.08  0.15 

United  Kingdom  .  0.46  0.38 

United  States  .  0.46  0.34 

0.43  0.36 


Sources:  OECD,  Development  Assistance,  1970 
Review  (Paris,  December  1970),  table  9,  and 
UNCTAD,  “The  flow  of  financial  resources  and 
liberalization  of  terms  and  conditions  of  assistance” 
(TD/B/C.3/97),  1  September  1971,  table  4. 


GNP  of  the  DAC  countries  in  1969  was 
around  1,850  thousand  million  dollars.  Since 
official  assistance  for  that  year  amounted  to 
0.36  per  cent,  the  attainment  of  the  0.7  per 
cent  target  would  mean  an  increase  of  about 
6,300  million  dollars  in  the  annual  flow.  A 
better  idea  of  the  magnitude  of  this  sum  can 
be  gained  if  one  considers,  for  example,  that 
it  is  equal  to  twice  the  annual  distribution  of 
Special  Drawing  Rights  (SDRs)  between 
1970  and  1972  and  to  two  and  a  half  times 
the  total  volume  of  loans  authorized  by  the 
International  Bank  for  Reconstruction  and 
Development  (IBRD)  and  the  International 
Development  Association  (IDA)  for  the 
1970/1971  financial  year. 

A  theoretical  calculation  of  how  the  6,300 
million  dollar  estimated  difference  for  1969 
would  have  been  distributed  among  the  DAC 
countries  shows  the  United  States  as  account¬ 
ing  for  3,500  million  dollars,  Japan  for  730 
million,  the  Federal  Republic  of  Germany  for 
480  million,  Italy  for  440  million,  the  United 
Kingdom  for  340  million  and  Canada  for  260 
million.  In  other  words,  these  six  countries, 
which  generate  some  83  per  cent  of  the  total 
GNP  of  the  DAC  countries,  account  for  over 
91  per  cent  of  the  figure  on  which  this  calcula¬ 
tion  is  based. 

To  put  the  matter  in  a  nutshell,  what  the 
above  exercise  shows  is  that  the  really  vital 
factor  for  the  developing  countries  as  far  as 
their  public  and  private  assistance  require¬ 
ments  are  concerned  is  the  progressive  attain¬ 
ment  by  the  developed  countries  of  the  annual 
official  development  assistance  target  of  0.7 
per  cent  of  the  GNP;  and  this  can  only  come 
about  if  concrete  action  is  taken  by  the  eco¬ 
nomically  most  powerful  industrialized  nations. 

The  situation  becomes  even  clearer  if  one 
considers  that,  in  relation  to  the  GNP  of  the 
DAC  countries,  the  flow  of  private  financial 
resources,  which  stood  at  0.28  per  cent  in 
1965-1967,  rose  to  0.35  per  cent  in  1968- 
1970.  This  means  that  the  residual  develop¬ 
ment  assistance  target  of  0.3  per  cent  set  for 
this  type  of  resources  has  already  been  at¬ 
tained;  in  fact,  most  DAC  countries  have  reg¬ 
istered  coefficients  of  around  0.3  per  cent.  It 
must  not  be  forgotten,  however,  that  these 
figures  include  direct  foreign  investment  and 
that  the  developing  countries  emphasized  in  the 
Lima  Action  Programme  that  the  target  should 
be  met  without  the  inclusion  of  this  item  which, 
because  of  its  commercial  nature,  is  quite  a 
different  concept  from  development  assistance. 
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(b)  The  flow  of  public  and  private  resources 
into  Latin  America 

Between  1965  and  1969,  Latin  America2 
was,  of  all  regions,  the  biggest  beneficiary  of 

2  The  region  is  taken  as  comprising  the  19  coun¬ 
tries  listed  in  table  6,  excluding  Haiti  but  including 
Guyana,  Jamaica  and  Trindad  and  Tobago.  The  entire 
group  of  countries  is  listed  as  Western  Hemisphere  in 
tables  4,  5,  9  and  10. 


gross  disbursements  of  total  loans  and  grants; 
over  the  same  period  its  share  of  such  as¬ 
sistance  among  all  the  developing  countries 
rose  from  29  to  34  per  cent.  East  Asia,  the 
Middle  East  and  Southern  Europe  also  in¬ 
creased  their  share,  whereas  that  of  Africa  and 
South  Asia  declined  (see  table  4). 

Latin  America’s  larger  share  of  the  total 
distribution  of  loans  and  grants  dwindles  sig- 


Table  4 

DISTRIBUTION  OF  LOANS  AND  GRANTS  TO  DEVELOPING  COUNTRIES  BY  REGION, 
SOURCE  AND  CATEGORY  OF  TRANSACTION  (GROSS  DISBURSEMENTS),  1965-1969 


( Percentages ) 


Private  loans 
and  credits 

Official 

Official  bilateral 
loans  and  credits 

Multi¬ 
lateral 
loans  and 
credits 

Total 
(  percent¬ 
age  by 
region) 

Region  and  year 

Supplier 

credits 

Other a 

Total 

grants 

DAC  Other 

countries  countries b 

Total 

Africa 

1965  . 

9 

3 

12 

48 

22 

li 

33 

i 

zz 

1967  . 

9 

10 

19 

42 

24 

7 

31 

8 

17 

1969  . 

7 

3 

10 

53 

18 

6 

24 

13 

16 

East  Asia 

1965  . 

20 

16 

36 

41 

13 

3 

16 

7 

1U 

1967  . 

26 

4 

30 

33 

31 

— 

31 

6 

12 

1969  . 

27 

8 

35 

25 

33 

— 

33 

7 

15 

Middle  East 

1965  . 

9 

20 

29 

36 

15 

15 

30 

5 

7 

1967  . 

16 

26 

42 

13 

26 

17 

43 

2 

8 

1969  . 

14 

25 

39 

9 

29 

17 

46 

6 

8 

South  Asia 

1965  . 

4 

1 

5 

35 

38 

9 

47 

13 

25 

1967  . 

6 

1 

7 

31 

38 

10 

48 

14 

24 

1969  . 

10 

1 

11 

18 

48 

10 

58 

13 

17 

Southern  Europe 

1965  . 

19 

6 

25 

9 

51 

2 

53 

13 

7 

1967  . 

19 

12 

31 

5 

45 

3 

48 

16 

8 

1969  . 

6 

28 

34 

2 

44 

6 

50 

14 

10 

Western  Hemis¬ 

phere 

1965  . 

15 

32 

47 

21 

20 

1 

21 

12 

29 

1967  . 

18 

31 

49 

15 

22 

1 

23 

13 

31 

1969  . 

18 

.  32 

50 

18 

20 

— 

20 

12 

34 

Total  (percentage 

by  category) 

1965  . 

11 

12 

23 

33 

27 

7 

34 

10 

100 

1967  . 

14 

13 

27 

26 

30 

6 

36 

11 

100 

1969  . 

14 

16 

30 

22 

31 

5 

36 

12 

100 
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Source:  World  Bank,  International  Development  Association,  Annual  Report  1971,  table  4. 
a  Mainly  loans  from  private  banks,  bonds  and  other  funded  debt, 
b  Mainly  Sino-Soviet  countries. 


nificantly,  however,  if  allowance  is  made  for 
the  source  of  financing,  which  is  what  deter¬ 
mines  the  conditions  of  indebtedness.  Table  4 
shows  how,  in  some  regions,  official  grants 
and  official  bilateral  credits,  and,  in  others, 
multilateral  loans  and  credits,  account  for  a 
larger  proportion  of  the  total  external  finance. 
These  kinds  of  financing  are  generally  thought 
of  as  offering  “soft”  or  relatively  favourable 
loan  conditions.  In  Latin  America,  however, 
50  per  cent  of  the  region’s  external  financing 
is  made  up  of  private  loans  and  credits  which 
are  known  to  carry  “harder”  conditions  in 
terms  of  maturity,  interest  and  grace  periods. 

As  its  external  financing  requirements  grew, 
Latin  America  did  not  enjoy  correspondingly 
increased  access  to  more  favourable  kinds  of 
loans,  such  as  official  credits,  or  virtually  free 
assistance  such  as  official  grants.  It  therefore 
had  to  turn  largely  to  private  credits  and  loans, 
mostly  comprising  export  or  supplier  credits, 
which  are  made  available  only  on  a  short-term, 
high-interest  basis.  As  a  result,  all  the  other 
developing  regions — South  Asia,  East  Asia, 
Middle  East,  Southern  Europe  and  Africa — 
benefited  from  more  favourable  loan  conditions 
than  Latin  America,  thanks  to  their  relatively 
greater  use,  all  in  all,  of  official  grants  and 
credits  and  multilateral  loans  to  finance  their 
development. 

The  outcome  of  this  trend  was  that  the 
average  terms  of  the  loan  commitments  of  the 
developing  countries  as  a  whole  between  1965 
and  1969  were:  maturity,  19.1  years;  grace 
period,  4.5  years;  rate  of  interest,  4.6  per  cent. 


With  the  exception  of  the  Middle  East,  Latin 
America  bore  the  harshest  terms  on  its  loan 
commitments:  maturity,  14.6  years;  grace  pe¬ 
riod,  3.4  years;  and  interest  rate,  5.9  per  cent, 
which  is  higher  than  for  any  other  region  in 
the  world  (see  table  5). 

It  is  clear  from  the  foregoing  that  Latin 
America  has  a  vital  interest  in  the  rapid  and 
effective  achievement  of  the  targets  that  have 
been  set  as  regards  the  volume  and  compo¬ 
sition  of  the  flow  of  financial  resources  to¬ 
wards  developing  countries.  However  great 
an  effort  the  countries  of  the  region  may 
make  internally  in  order  to  avoid  balance-of- 
payments  problems,  a  substantial  improvement 
in  the  volume  and  composition  of  assistance 
is  in  any  case  called  for. 

Another  interesting  aspect  of  the  flow  of 
public  and  private  resources  towards  Latin 
America  is  the  evolution  of  its  structure  in 
terms  of  the  recipient  countries.  For  purposes 
of  comparison,  table  6,  which  analyses  the 
situations  existing  in  1965-1967  and  1968- 
1970,  breaks  down  the  countries  of  the  region 
into  three  categories:  relatively  more  developed 
countries,  countries  at  an  intermediate  stage 
of  development,  and  relatively  less  developed 
countries. 

Net  disbursements  of  official  and  private 
loans  rose  from  2,557  million  dollars  in  1965- 
1967  to  6,749  million  dollars  in  1968-1970. 
The  effects  of  this  increase  differed  widely, 
however,  from  country  to  country  and  from 
one  group  to  another.  Among  the  large  coun¬ 
tries,  the  increase  was  considerable,  particu- 


Table  5 

AVERAGE  TERMS  OF  LOAN  COMMITMENTS,  BY  DEVELOPING  REGIONS 

( 1965-1969  average  and  indexes ) 


Maturity 

Y  ears  Index 


Grace  period 


Interest 


Years  Index  Percentage  Index 


Average  for  developing  re¬ 
gions  . 

Middle  East3  . 

Western  Hemisphere6 . 

Southern  Europe . 

East  Asia  . 

Africa  . 

South  Asia . 


19.1 

100 

13.0 

68 

14.6 

76 

16.5 

86 

17.5 

92 

22.2 

116 

29.2 

153 

4.5 

100 

2.2 

49 

3.4 

76 

4.1 

91 

4.5 

100 

5.0 

111 

7.0 

156 

4.6 

100 

4.7 

102 

5.9 

129 

4.5 

98 

4.9 

106 

3.8 

84 

2.7 

60 

Source:  World  Bank,  International  Development  Association,  Annual  Report  1971,  table  10. 
3  Excludes  Israel. 

6  Excludes  Brazil. 
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Source:  ECLA,  on  the  basis  of  official  statistics. 


larly  in  the  case  of  Brazil.  Although  there  was 
no  increase  in  Mexico,  the  general  flow  re¬ 
mained  fairly  high.  Argentina  progressed  from 
a  negative  flow  to  a  positive  flow,  but  the 
accumulated  balance  over  the  six  years  was 
low.  Judging  from  available  information,  more¬ 
over,  the  flow  of  credits  into  these  three  coun¬ 
tries  during  the  period  1968-1970  was  made 
up  for  the  most  part  of  private  short-term  loans 
at  fairly  high  interest  rates. 

Among  the  relatively  less  developed  coun¬ 
tries  and  those  at  an  intermediate  stage  of 
development,  seven  countries  (Chile,  Costa 
Rica,  El  Salvador,  Guatemala,  Haiti,  Nica¬ 
ragua  and  Peru)  registered  either  a  minimal 
increase  or  an  actual  decrease  in  their  net  use 
of  official  and  private  loans  between  1965- 
1967  and  1968-1970.  The  decline  was  particu¬ 
larly  marked  in  Peru,  Guatemala  and  El 
Salvador.  During  the  whole  period  1965-1970, 
Haiti  received  virtually  no  net  official  or  private 
loans  at  all. 

Latin  America’s  net  inflow  of  official  grants 
dropped  between  these  two  periods,  the  coun¬ 
tries  hardest  hit  being  Bolivia,  Brazil  and  the 
Dominican  Republic. 

Finally,  as  regards  foreign  investment,  the 
inflow  minus  depreciation  but  including  remit¬ 
tances  of  profits  doubled  between  1965-1967 
and  1968-1970.  Three  countries — Chile,  Mex¬ 
ico  and  Venezuela — accounted  for  about  90 
per  cent  of  the  increase. 

It  will  be  appreciated  from  the  foregoing, 
therefore,  that  the  flow  of  financial  resources 
to  Latin  America  has  been  fairly  unevenly 
distributed.  While  certain  countries  received 
a  much  greater  net  inflow  in  1968-1970  than 
in  1965-1967,  other  countries  saw  their  own 
intake  of  resources  remain  at  much  the  same 
level  or  even  decline,  although  it  is  true  that 
in  some  cases  their  circumstances  had  changed 
considerably  in  the  meantime. 

(c)  Development  assistance  from  the  socialist 
countries  of  Eastern  Europe  and  Asia 

In  addition  to  the  data  on  development 
assistance  from  the  DAC  countries,  it  is  of 
interest  to  note  some  figures  relating  to  assist¬ 
ance  from  the  socialist  countries  of  Eastern 
Europe  and  Asia.  Since  there  are  no  official 
statistics  on  the  subject,  the  data  in  table  7, 
which  were  compiled  by  the  UNCTAD  secre¬ 
tariat,  are  merely  an  estimate  of  the  commit¬ 
ments  of  those  countries. 

It  will  be  seen  that  the  volume  of  annual 
commitments  between  1961  and  1969  remained 


fairly  constant  at  around  700  million  dollars. 
In  1970,  by  contrast,  the  figure  leapt  to  1,700 
million  dollars,  largely  because  of  the  increased 
development  activity  of  the  People’s  Republic 
of  China,  though  there  was  also  a  sharp  rise 
in  the  development  assistance  commitments  of 
the  USSR,  Bulgaria  and  Hungary. 

2.  Terms  and  conditions  of  the  flow  of  public 
capital  to  developing  countries 

(a)  General  terms  of  official  development 
assistance 

In  addition  to  restating  the  objective  that 
developing  nations  should  devote  0.7  per  cent 
of  their  GNP  to  official  assistance  to  developing 
countries,  the  Lima  Action  Programme  stresses 
the  need  for  general  acceptance  of  certain 
recommended  terms  under  which  such  assist¬ 
ance  should  be  made  available,  thereby  pur¬ 
suing  the  underlying  train  of  thought  of  both 
the  second  session  of  UNCTAD  and  the 
Pearson  Report. 

Thus  the  Programme  states:  “.  .  .  interest 
rates  on  official  development  loans  should  not 
exceed  2  per  cent  per  annum,  maturity  periods 
on  such  loans  should  be  at  least  25  to  40  years, 
and  grace  periods  should  not  be  less  than  7  to 
10  years:  the  proportion  of  grants  in  total  assist¬ 
ance  of  each  developed  country  should  be  pro¬ 
gressively  increased”. 

The  first  observation  that  this  calls  for  is 
that  it  would  probably  be  useful  to  define  the 
conditions  recommended  as  regards  maturity 
periods,  grace  periods  and  the  proportion  of 
grants  more  specifically.  As  regards  the  pro¬ 
portion  of  grants,  the  Programme  gives  no 
quantitative  definition  of  the  objective  pur¬ 
sued,  while  the  accepted  margin  of  variation 
of  maturity  and  grace  periods  seems  very 
broad.  There  appears  to  be  no  clear  reason  for 
such  ambiguity,  and  the  third  session  of 
UNCTAD  should  provide  an  excellent  oppor¬ 
tunity  to  establish  more  specific  recommenda¬ 
tions. 

The  second  observation  to  be  made  is  that 
table  1  indicated  a  slight  improvement  in  the 
terms  of  official  loans  to  developing  countries 
between  1965-1967  and  1968-1970,  as  re¬ 
gards  maturity  periods  (23.9  to  25.1  years) 
and  grace  periods  (5.3  to  6.0  years);  in  other 
words,  the  lower  limits  of  the  stated  objective 
of  the  Lima  Programme  were  almost  attained 
in  both  cases.  On  the  other  hand,  the  weighted 
average  interest  rate  on  official  loans  rose 
slightly  between  the  two  periods  (from  3.5  to 
3.6  per  cent  annually),  while  table  4  shows 
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Table  7 


COMMITMENTS  FOR  BILATERAL  ECONOMIC  ASSISTANCE  TO  DEVELOP¬ 
ING  COUNTRIES  ENTERED  INTO  BY  THE  SOCIALIST  COUNTRIES  OF 
EASTERN  EUROPE  AND  ASIA,  1961-1970“ 

{Millions  of  dollars) 


Annual 

average 

1961- 

1965 

Annual 

average 

1966- 

mO 

1968 

1969 

1970 

Bulgaria  . 

5 

35 

45 

20 

82 

China  (People’s 

Republic  of)  . 

127 

149 

42 

— 

695 

Czechoslovakia  . 

66 

112 

200 

37 

45 

German  Democratic 
Republic  . 

50 

100 

8 

134 

125 

Hungary  . 

35 

47 

40 

21 

79 

Poland  . 

60 

22 

20 

30 

25 

Romania  . 

34 

36 

25 

132 

10 

USSR  . 

334 

503 

368 

402 

633 

Total 

711 

1,004 

748 

776 

1,694 

Source:  UNCTAD, 

“The  flow 

of  financial 

resources 

and  liberalization 

of  terms 

and  conditions  of  assistance”  (TD/B/C.3/97),  table  6. 
a  Excluding  commitments  to  Cuba. 


that  the  proportion  of  official  grants  in  the 
total  assistance  dropped  sharply  between  1965 
and  1969  (from  33  to  22  per  cent). 

Considering  that  these  changes  took  place 
over  a  period  when  official  development  assist¬ 
ance  from  the  developed  countries  declined  in 
relative  terms,  the  progress  made  seems  rather 
meagre,  all  in  all,  compared  with  the  targets 
set.  Naturally,  this  situation  highlights  the 
commitments  that  developed  countries  ought 
to  undertake  in  this  field. 

The  achievement  of  progress  in  this  field 
is  particularly  vital  to  Latin  America,  for  there 
are  signs  of  a  general  worsening  of  the  condi¬ 
tions  on  which  the  region  receives  official  as¬ 
sistance.  Table  8,  for  example,  shows  that 
between  1966-1967  and  1968-1970  the  aver¬ 
age  maturity  period  was  reduced  from  19.7 
to  18.9  years  and  the  average  grace  period 
from  5.5  to  5.4  years,  while  the  annual  rate 
of  interest  rose  from  4.2  to  5.2  per  cent.  This 
state  of  affairs  is  quite  different  from  that  pre¬ 
vailing  in  the  rest  of  the  developing  world. 

(b)  Multilateral  interest  equalization  fund 

Despite  the  importance  of  this  proposal  for 
the  developing  countries — especially  in  the 
light  of  the  unfavourable  turn  that  interest 
payable  on  loans  for  development  financing  has 


taken  in  recent  years — several  developed  na¬ 
tions  have  placed  obstacles  in  the  way  of  the 
establishment  of  such  a  fund.  As  a  result, 
little  progress  has  been  made  and  the  Secre¬ 
tary-General  of  UNCTAD  has  not  even  been 
authorized  to  convene  an  intergovernmental 
group  to  consider  the  question  of  establishing 
a  multilateral  interest  equalization  fund,  for 
which  the  developing  countries  have  been 
clamouring  ever  since  the  second  session  of 
UNCTAD  (April-May  1968).  A  draft  resolu¬ 
tion  was  submitted  to  the  fourth  session  of 
the  Committee  on  Invisibles  and  Financing  re¬ 
lated  to  Trade3  (July  1970)  in  order  to  ob¬ 
tain  this  authorization;  the  matter  was  not 
taken  up  on  that  occasion  but  was  referred  to 
the  eleventh  session  of  the  Trade  and  Develop¬ 
ment  Board,  held  in  August-September  1971, 
where  the  draft  resolution,  however,  again 
failed  to  win  approval.  The  vital  importance  of 
the  subject  was  subsequently  reiterated  in  the 
Lima  Action  Programme. 

These  considerations,  and  the  fact  that  so 
much  time  has  passed  without  any  significant 
progress  being  made,  suggest  that  the  first 
step  that  the  developing  countries  should  take 


3  See  UNCTAD,  Report  of  the  Committee  on  In~ 
visibles  and  Financing  related  to  Trade  on  its  fourth 
session  (TD/B/318),  annex  IV.C. 
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Table  8 


AVERAGE  WEIGHTED  TERMS  UNDER  WHICH  CERTAIN  OFFICIAL  LOANS 

HAVE  BEEN  GRANTED® 


1966-1967 

1968-1970b 

Maturity 

Grace  period 

Interest 

Maturity 

Grace  period 

Interest 

Latin  America . 

19.70 

5.54 

4.16 

18.91 

5.38 

5.22 

Argentina  . 

17.06 

3.79 

4.45 

15.09 

4.10 

6.34 

Bolivia  . 

.  .  18.55 

4.80 

2.73 

24.26 

6.92 

3.62 

Brazil  . . 

. .  22.84 

6.86 

3.93 

19.31 

5.64 

5.22 

Chile  . 

16.98 

4.61 

4.71 

21.19 

6.21 

4.25 

Colombia  . - 

. .  22.14 

6.60 

3.98 

21.11 

6.19 

4.99 

Costa  Rica  . 

..  22.51 

6.73 

3.31 

21.54 

6.11 

4.59 

Dominican  Republic  .  . 

. .  26.26 

8.26 

2.93 

25.21 

7.45 

3.42 

Ecuador  . 

19.49 

5.03 

3.91 

24.03 

6.52 

3.42 

El  Salvador  . 

22.34 

6.98 

4.50 

25.36 

7.18 

3.27 

Guatemala  . 

. .  20.14 

5.25 

3.98 

16.25 

5.21 

4.55 

Honduras  . 

.  .  21.19 

5.51 

3.64 

25.21 

6.99 

3.68 

Mexico  . 

12.61 

2.84 

5.12 

15.45 

4.15 

6.44 

Nicaragua  . 

. .  24.73 

7.42 

3.01 

21.46 

6.24 

4.03 

Panama  . 

26.84 

8.10 

2.69 

21.61 

6.35 

4.96 

Paraguay  . 

. .  25.81 

6.75 

2.72 

19.35 

5.62 

3.54 

Peru  . 

20.09 

5.12 

3.62 

16.32 

4.02 

4.43 

Uruguay  . 

16.52 

3.59 

4.25 

21.94 

6.38 

4.57 

Venezuela . 

13.65 

3.54 

5.92 

14.12 

3.82 

5.84 

Haiti  . 

. .  19.55 

3.70 

2.25 

18.40 

3.83 

2.50 

Sources:  United  States  Government,  Foreign  Credits  (June  1970);  US-AID,  Statement  of  Loans  (June 
1971);  IDB,  Annual  Report  1970 ;  and  World  Bank,  International  Development  Association,  Annual  Re¬ 
port  1971. 

a  Includes  authorizations  by  US-AID,  EXIMBANK,  IDB,  IBRD  and  IDA. 

b  Loan  authorizations  under  United  States  Law  480  and  EXIMBANK  authorizations  are  included  only 
up  to  June  1970. 


is  to  obtain  approval  for  the  convening  of  the 
intergovernmental  group  in  question. 

Another  possibility  that  has  been  suggested 
for  reducing  interest  rates,  although  only  of 
limited  applicability,  arises  from  the  increasing 
recognition  by  the  developed  countries  that  the 
terms  on  which  the  World  Bank  authorizes 
loans  are  too  hard  for  many  of  the  recipient 
countries,  particularly  since  the  institution  has 
been  raising  its  interest  rates  in  recent  years. 
The  suggestion  is  that  one  feasible  method  of 
equalizing  interest  rates  within  the  context  of 
the  World  Bank’s  operations  would  be  to  make 
greater  use  of  “mixed”  funds  of  the  Bank  and 
of  IDA.4 


4  In  this  connexion,  at  the  regional  level,  it  is  inter¬ 

esting  to  note  that  the  question  of  granting  loans  out 
of  mixed  funds  has  been  under  discussion  for  some 
time  by  the  Inter-American  Development  Bank  (IDB). 
This  procedure  would  involve  the  combined  use  of 


The  developing  countries  have  made  several 
moves  in  this  connexion  and  have  requested 
the  IBRD  authorities  to  review  their  develop¬ 
ment  loans  policy  so  as  to  incorporate  the  sys¬ 
tem  of  mixed  funds.5  It  is  in  any  case  to  be 
expected  that,  for  the  proposal  to  make  further 
headway,  IDA  will  have  to  expand  its  credit 
operations  in  terms  of  both  its  coverage  of 

IDB’s  ordinary  resources  and  special  funds,  subject 
to  identical  terms  and  conditions  and  under  a  single 
loan  contract.  The  idea  has  been  steadily  gaining 
ground,  on  the  one  hand  because  of  the  harsher  terms 
— especially  in  the  form  of  higher  interest  rates — that 
the  Bank  has  been  imposing  for  loans  financed  out  of 
its  ordinary  resources,  and  on  the  other  hand  because 
of  the  limitations  imposed  by  the  special  conditions 
“tying”  credits  financed  out  of  special  funds.  The  inves¬ 
tigations  being  made  into  the  feasibility  of  such  a 
system  of  mixed  loans  by  IDB  should  therefore  be 
speeded  up.  , 

5  See  UNCTAD,  “Draft  declaration  on  lending  poli¬ 
cies",  Report  of  the  Trade  and  Development  Board  on 
the  first  part  of  its  tenth  session  (TD/B/327),  annex  V. 
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projects  and  the  number  of  developing  coun¬ 
tries  involved.  Steps  should  be  taken  to  back 
up  this  initiative,  whose  realization  would  mean 
increasing  IDA  resources  beyond  the  proposed 
level  for  the  third  replenishment. 

(c)  Relative  importance  and  role  of  multi¬ 
lateral  institutions  in  official  development 
assistance 

The  Lima  Action  Programme  states  that 
“the  share  of  resources  channelled  through  the 
multilateral  financing  institutions  should  be  in¬ 
creased  to  the  fullest  extent  possible.  The 
World  Bank  should  be  converted  into  a  de¬ 
velopment  bank  for  the  exclusive  use  of  the 
developing  countries.” 

It  can  be  seen  from  table  4  that  the  share 
of  multilateral  loans  in  the  total  flow  of  public 
and  private  resources  into  developing  coun¬ 
tries  rose  from  10  per  cent  in  1965  to  12  per 
cent  in  1969.  Most  of  the  increase  comes  from 
the  increased  flow  of  multilateral  funds  towards 
African  countries;  in  the  other  developing 
regions  the  share  of  multilateral  credits  in  total 
resources  remained  virtually  constant. 

In  Latin  America,  the  percentage  stayed  at 
12  per  cent  between  the  two  years  considered: 
a  substantial  increase  in  IDB’s  disbursements 
of  loans  to  the  countries  of  the  region  was 
largely  absorbed  by  the  levelling  off  of  IBRD 
and  IDA  disbursements. 

On  taking  into  account  the  situation  of  the 
developing  countries  and  the  statistics  illus¬ 
trating  the  slow  growth  of  multilateral  assist¬ 
ance,  it  seems  clear  that  any  possibility  of  a 
substantial  increase  in  this  kind  of  credit  in 
future  will  depend  mainly  on  whether  a  number 
of  the  largest  industrialized  nations  reach  the 
official  development  assistance  target  of  0.7  per 
cent  of  their  GNP.  So  long  as  there  is  no  steady 
advance  towards  this  goal,  it  is  unlikely  that 
multilateral  institutions  will  be  able  to  com¬ 
mand  the  rapidly  increasing  volume  of  re¬ 
sources  obtained  under  “soft”  terms6  which 
they  must  have  in  order  to  be  able  to  lend 
under  similar  conditions  to  the  developing 
nations. 

IDA  is  a  typical  case  in  point.  This  institu¬ 
tion  continues  to  suffer  from  a  serious  and  per¬ 
sistent  shortage  of  resources,  which  it  is  all  the 
more  urgent  to  overcome  because  of  the  role 
that  the  developing  countries  want  IDA  to  play 
in  equalizing  the  interest  rates  charged  by 


6  The  reader  will  recall  the  size  of  the  figures  that 
were  referred  to  earlier. 


IBRD  and  in  pursuing  the  “more  flexible  and 
equitable”  lending  policy  advocated  in  the 
Lima  Action  Programme.  As  regards  this  latter 
point,  it  should  be  noted  that,  at  30  June  1971, 
Latin  America  as  a  whole  accounted  for  less 
than  5  per  cent  of  total  current  IDA  loans. 

Ever  since  the  adoption  of  the  Charter  of 
Algiers,  the  Group  of  77  has  been  advocating 
that  IBRD  should  be  converted  into  a  develop¬ 
ment  bank  for  the  exclusive  use  of  the  develop¬ 
ing  countries.  No  progress,  however,  has  yet 
been  made  in  the  discussion  of  this  suggestion, 
despite  its  increasing  importance  in  view  of 
the  role  that  IBRD  should  play  in  the  future 
expansion  of  multilateral  financial  assistance. 

Furthermore,  several  nations  that  the  IMF 
classes  as  “other  developed  countries”  have 
continued  receiving  new  loans.  In  the  financial 
year  1970/1971,  eight  such  countries  received 
some  22  per  cent  of  the  credits  authorized  that 
year.7  A  definition  of  IBRD  policy  in  this 
respect  is  probably  one  of  the  top  priorities  in 
connexion  with  the  Group  of  77’s  suggestion 
that  the  Bank’s  loans  to  developed  countries 
should  be  restricted. 

Another  matter  arising  with  regard  to  the 
view  that  IBRD  should  operate  exclusively  for 
the  benefit  of  the  developing  nations  relates  to 
the  outstanding  debt  of  various  industrialized 
countries  which  have  received  loans  from  the 
Bank  in  the  past.  On  30  June  1971,  eight  of 
these  had  outstanding  loans  worth  860  million 
dollars  (9  per  cent  of  the  total).  One  way  of 
hastening  the  desired  transformation  of  the 
Bank  and  of  providing  it  with  additional  re¬ 
sources  would  be  for  these  countries  to  volun¬ 
teer — assuming  their  foreign  exchange  hold¬ 
ings  were  conducive  to  such  action — to  speed 
up  their  payments  of  loans  received  from 
IBRD.  Moreover,  it  may  be  pointed  out  that 
the  conceptual  implications  of  such  a  measure 
would  go  beyond  its  mere  financial  significance. 

(d)  Liberalization  of  certain  conditions  of 
financial  assistance 

The  Lima  Action  Programme  restated  and 
enlarged  upon  a  number  of  suggestions  put 
forward  in  the  Charter  of  Algiers  regarding  the 
need  to  liberalize  certain  conditions  of  finan¬ 
cial  assistance.  Paragraphs  (vi),  (vii)  and  (x) 
of  section  D  ( b )  refer  to  the  financing  of  in¬ 
vestment  programmes  (rather  than  individual 
projects),  local  costs  and  “projects  and  pro¬ 
grammes  that  may  not  be  considered  financially 


7  See  World  Bank,  International  Development  Asso¬ 
ciation,  Annual  Report  1971,  op.cit.,  appendix  H. 
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remunerative  in  the  narrow  sense  but  where 
the  socio-economic  impact  on  national  devel¬ 
opment  is  clearly  recognized”,  and  to  the  chan¬ 
nelling  of  a  greater  proportion  of  loans  through 
national  development  banks. 

Important  though  these  objectives  are,  it 
should  be  pointed  out  that  such  liberalization 
should  not  be  restricted  to  assistance  provided 
through  multilateral  channels  but  should  also 
be  extended  to  bilateral  public  loans.  The  scope 
of  the  proposed  liberalization  should  accord¬ 
ingly  be  enlarged. 

As  regards  the  specific  aspect  of  financing 
investment  programmes,  where  the  essential 
characteristic  should  be  the  continuous  basis  of 
the  financing,  it  would  definitely  seem  to  be  the 
World  Bank  and  IDA  that  have  made  the 
greatest  strides,  although  Latin  America  has 
not  so  far  benefited  from  this  new  form  of 
financing.  It  is  therefore  imperative  that  IBRD 
and  IDA  should  at  once  extend  the  system  of 
granting  credits  by  programme  to  new  regions 
and  step  up  the  volume  of  resources  so  used. 
Regional  multilateral  institutions  should  like¬ 
wise  incorporate  this  procedure  into  their  loan 
policies. 

(e)  The  untying  of  development  assistance 

With  regard  to  the  liberalization  of  condi¬ 
tions  of  assistance,  the  fundamental  statement 
was  made  by  the  Charter  of  Algiers,  which 
declared  that  multilateral  and  bilateral  devel¬ 
opment  finance  should  be  rapidly  and  pro¬ 
gressively  untied,  with  a  view  to  reaching  the 
goal  of  total  untying  by  a  specific  date,  that 
excess  costs  incurred  through  tying  should  be 
subsidized  by  creditor  countries,  and  that  pro¬ 
curement  in  developing  countries  of  supplies 
financed  out  of  these  credits  should  be  freely 
permissible,  especially  where  those  countries 
are  in  the  same  region. 

For  all  the  efforts  that  have  been  made  to 
achieve  these  objectives,  progress  so  far  has 
been  somewhat  modest  and  limited  to  the 
adoption  of  partial  measures  by  certain  devel¬ 
oped  countries  (Canada,  Japan  and  the  United 
Kingdom).  The  United  States,  for  its  part,  has 
authorized  purchases  paid  for  out  of  its  bi¬ 
lateral  credit  programmes  to  be  made  from 
developing  countries.  These  proposals  must 
therefore  be  pursued,  bearing  in  mind  the  pro¬ 
visions  of  resolution  29  (II)  of  the  second 
session  of  UNCTAD,  the  International  Devel¬ 
opment  Strategy  and  the  Lima  Action  Pro¬ 
gramme,  especially  the  latter’s  statement  that 
“developed  countries  should  lay  down  a  firm 
time-table  for  the  complete  untying  of  aid”. 


It  is  likewise  important  to  secure  approval 
of  the  complementary  measures  agreed  to  at 
the  fourth  session  of  the  Committee  on  Invisi¬ 
bles  and  Financing  related  to  Trade,8  which 
are  designed  on  the  one  hand  to  facilitate  the 
participation  of  enterprises  of  developing  coun¬ 
tries  where  tenders  are  invited  in  connexion 
with  a  tied  credit  and,  on  the  other,  to  ensure 
that  the  terms  and  conditions  of  tied  credits 
are  as  close  as  possible  to  “concessional”  terms, 
as  such  credits  have  a  multiplying  effect 
benefiting  the  economy  of  the  country  offering 
them. 

3.  Foreign  private  investment  in  its 
relationship  to  development 

The  International  Development  Strategy 
(paragraph  50)  and  the  Lima  Action  Pro¬ 
gramme  (section  D  (c),  paragraphs  xvii  and 
xviii)  set  forth  certain  general  principles  re¬ 
garding  the  characteristics  that  foreign  private 
investment  should  have  and  the  measures  that 
could  be  adopted  to  ensure  that  such  invest¬ 
ment  has  the  most  beneficial  impact  possible 
on  the  economic  and  social  development  of 
the  developing  countries.  More  specific  re¬ 
marks  are  called  for  in  regard  to  this  matter. 

(a)  The  Latin  American  experience 

The  cumulative  total  of  direct  foreign  in¬ 
vestment  in  Latin  America  (except  Cuba)  rose 
from  7,400  to  17,900  million  dollars,  i.e.,  2.4 
times,  between  1950  and  1969.  There  was  a 
parallel  increase  in  investment  in  manufactur¬ 
ing.  Thus,  in  1968  for  instance,  nearly  one 
third  of  total  United  States  direct  investment 
in  Latin  America  was  channelled  into  manu¬ 
facturing  industries  (in  Argentina,  64  per  cent 
and  in  Mexico,  68  per  cent).9 

It  is  generally  acknowledged  that,  given  cer¬ 
tain  conditions,  foreign  investment  promotes 
economic  growth,  contributes  to  industrializa¬ 
tion,  particularly  in  the  new  modern  sectors, 
and  facilitates  the  introduction  of  advanced 
techniques  and  the  expansion  of  the  infra¬ 
structure.  Apart  from  these  positive  aspects, 
foreign  investment  also  poses  a  number  of 
new  problems  for  economic  development,  es¬ 
pecially  in  connexion  with  the  balance  of  pay- 


8  See  UNCTAD,  Report  of  the  Committee  on  In¬ 
visibles  and  Financing  related  to  Trade  (TD/B/318), 
annex  II. 

9  See  ECLA,  “The  expansion  of  international  enter¬ 
prises  and  their  influence  on  development  in  Latin 
America”,  (E/CN.12/868)  and  “Trends  and  struc¬ 
tures  of  the  Latin  American  economy:  B.  The  external! 
sector”  (E/CN.12/884/Add.l). 


Ill 


ments,  the  nature  of  the  technological  devel¬ 
opment  it  promotes  and  the  autonomy  of  the 
national  economies.  Some  remarks  on  these 
aspects  are  made  below. 

(i)  Aspects  connected  with  the  accentua¬ 
tion  of  balance-oj-payments  problems.  The  net 
balance  on  movements  of  capital,  profits  and 
other  private  remunerations  between  the  de¬ 
veloped  countries  and  Latin  America  as  a 
whole  has  been  markedly  negative.  The  mag¬ 
nitude  of  the  deficit  is  made  evident  by  a  com¬ 
parison  of  direct  investment  from  the  United 
States  with  the  corresponding  remittances  of 
profits.  During  the  period  1960-1968,  the  total 
remittances  of  profits  exceeded  total  capital  in¬ 
flows  by  6,700  million  dollars,  which  is  more 
than  the  surplus  of  5,600  million  dollars  re¬ 
corded  for  total  Latin  American  trade  during 
the  same  period.10 

Foreign  private  investment  has  increased 
mainly  on  the  basis  of  the  surpluses  generated 
by  subsidiaries  in  the  countries  receiving  the 
investment,  and  the  reinvestment  of  these  sur¬ 
pluses  has  generally  been  encouraged  by  vari¬ 
ous  types  of  incentives  and  preferential  treat¬ 
ment.  A  process  of  tapping  internal  savings 
has  also  contributed  to  the  growth  of  invest¬ 
ment.  This  trend  is  illustrated  by  the  fact  that 
in  the  period  1963-1965,  for  instance,  only  9 
per  cent  of  total  United  States  investment  in 
Latin  America  was  financed  with  funds  from 
the  United  States  itself.* 11 

The  structural  evolution  of  foreign  invest¬ 
ment  often  clashes  with  balance-of-payments 
needs,  for  the  new  dynamic  sectors  of  indus¬ 
try — which,  as  pointed  out  above,  absorb  most 
of  such  investment — generally  have  a  much 
higher  component  of  imported  inputs  than  tra¬ 
ditional  industries  and  other  activities.  In  the 
circumstances,  the  foreign  enterprise  usually 
has  no  incentive  of  its  own  to  replace  imported 
components  and  raw  materials  with  national 
inputs  of  the  country  in  which  its  subsidiary  is 
established:  indeed,  its  inclination  might  well 
be  rather  in  the  opposite  direction,  that  is  to 
say,  towards  dependence  on  imported  inputs. 

This  state  of  affairs  tends  to  get  worse,  be¬ 
cause  the  growing  imports  of  inputs  for  the 


10  See  ECLA,  “The  expansion  of  international  enter¬ 
prises  and  their  influence  on  development  in  Latin 
America”,  op.cit.,  page  58;  “Trends  and  structures  of 
the  Latin  American  economy:  B.  The  external  sec¬ 
tor”,  op.cit.,  table  18;  and  “The  Latin  American  econ¬ 
omy  in  1970”  (E/CN.  12/890),  table  6. 

11  See  ECLA,  “The  expansion  of  international  enter¬ 
prises  and  their  influence  on  development  in  Latin 
America”,  op.cit.,  table  11. 


development  of  the  foreign  subsidiaries  are  not 
sufficiently  balanced  by  foreign  currency  earn¬ 
ings  from  exports  of  goods  produced  by  the 
subsidiaries,  which  usually  prefer  to  concen¬ 
trate  on  producing  for  the  internal  market, 
although  in  some  countries  they  have  collabo¬ 
rated  in  policies  to  promote  exports  of  non- 
traditional  products. 

(ii)  Aspects  relating  to  the  flow  of  technol¬ 
ogy.  While  there  is  no  denying  the  contribution 
— in  over-all  terms — that  foreign  investment 
may  make  to  technological  progress  in  the  re¬ 
gion,  consideration  should  be  given  to  some 
important  negative  aspects  of  this  mode  of 
transfer  of  technology. 

One  of  these  concerns  the  close  connexion 
between  the  technology  transferred  and  the 
production  processes  employed  by  the  parent 
firm  of  the  foreign  subsidiary.  Understandably, 
the  restriction  of  freedom  of  choice  in  this 
type  of  transfer  is  much  more  marked  than, 
for  example,  where  external  credits  are  used 
and  it  may  consequently  lead  to  choices  of 
technology  that  are  unsuitable  or  too  costly 
for  the  economies  of  the  developing  countries. 

The  power  of  the  parent  firm  to  select  tech¬ 
nology  for  its  subsidiary  and  fix  its  price  is  con¬ 
nected  with  the  fact  that  basic  research  and  the 
technological  development  of  production  are 
concentrated  in  the  parent  firm,  and  the  sub¬ 
sidiaries  are  only  entrusted  with  residual  activi¬ 
ties  in  this  field. 

(iii)  Aspects  relating  to  national  economic 
autonomy.  Foreign  investment  poses  a  prob¬ 
lem  in  the  sphere  of  development  policy, 
because  of  the  limitations  imposed  by  inter¬ 
national  enterprises  on  the  economic  independ¬ 
ence  of  the  developing  countries.  These 
limitations  manifest  themselves  both  at  the 
macroeconomic  level  in  national  economic 
strategies  and  projects,  and  at  the  micro- 
economic  level  in  local  entrepreneurial  activities. 

At  the  national  level,  the  foreign  take-over 
of  the  national  decision-making  centres  is  dem¬ 
onstrated  by  the  fact  that,  in  many  countries 
of  the  region,  substantial  sections  of  the  dy¬ 
namic  or  strategic  industries,  as  well  as  of  the 
extractive  and  services  industries,  are  in  the 
hands  of  foreign  private  capital.  Thus,  for  in¬ 
stance,  the  share  of  United  States  manufactur¬ 
ing  subsidiaries  in  Latin  America  in  the  total 
sales  of  chemicals,  paper,  rubber,  metal  prod¬ 
ucts  and  machinery  was  69  per  cent  in  1965, 
while  in  1963  the  same  sectors  of  production 
generated  43  per  cent  of  the  total  value  added 
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in  the  industrial  product  of  the  region.12  Par¬ 
ticularly  in  countries  where  international  en¬ 
terprises  have  a  large  share  in  the  economic 
activities,  it  appears  certain  that  decisions  on 
investment,  technology,  marketing  and  exports 
are  adopted  outside  the  country  where  the  sub¬ 
sidiaries  are  located  and  are  designed  to  serve 
the  over-all  private  interests  of  the  foreign 
enterprises. 

It  is  in  this  way  that  key  substantive  and 
financial  decisions  of  vital  importance  for  the 
development  and  advancement  of  the  econ¬ 
omies  of  the  developing  countries  are  taken  in 
the  light  of  the  international  policy  of  foreign 
enterprises,  the  interests  of  the  economies  of 
the  developing  countries  being  relegated  to  the 
background  when  conflicts  of  aims  or  interests 
arise. 

Moreover,  the  national  entrepreneur  is  gen¬ 
erally  in  an  extremely  weak  position  from  the 
point  of  view  of  competing  with  private  foreign 
investment.  This  is  due  to  the  large  scale — and 
frequently  monopolistic  position — of  the  for¬ 
eign  enterprises  with  regard  to  financial  and 
technological  resources,  sales  volume  and  ca¬ 
pacity,  and  other  technical  and  economic 
factors. 

Brief  mention  should  also  be  made  of  an¬ 
other  aspect  that  is  particularly  harmful  to  the 
development  of  local  enterprises  in  the  coun¬ 
tries  of  the  region.  This  is  the  purchase  of 
existing  local  enterprises  by  foreign  enterprises. 
This  type  of  foreign  take-over,  which  generally 
does  not  bring  any  new  external  contributions 
to  the  national  economy,  is  normally  carried 
out  with  capital  created  or  tapped  locally.  In 
some  countries  the  point  has  been  reached 
where  most  new  foreign  investment  takes  the 
form  of  buying  out  already  established  enter¬ 
prises  or  setting  up  new  branches  of  existing 
subsidiaries. 

(b)  Some  remarks  on  foreign  investment  policy 

These  problems,  together  with  others  that 
have  not  been  considered  in  the  preceding 
pages,  are  a  matter  of  increasing  concern  in 
Latin  America,  and  in  recent  years  various 
countries  have  begun  to  take  steps  to  establish 
policies  or  specific  controls.  In  this  connexion, 
mention  should  be  made  of  the  statute  on  in¬ 
vestment  of  foreign  capital  established  under 
the  Andean  Subregional  Integration  Agree¬ 
ment. 


12  See  ECLA,  “The  expansion  of  industrial  enter¬ 
prises  and  their  influence  on  development  in  Latin 
America”,  op.cit.,  table  31. 


As  far  as  the  general  and  rather  limited  as¬ 
pects  considered  in  this  report  are  concerned, 
the  following  conclusions  may  be  drawn: 

(i)  In  order  to  avoid  the  progressive  for¬ 
eign  take-over  of  national  economies  and  at  the 
same  time  to  establish  sufficiently  clear  stand¬ 
ards  for  the  potential  foreign  investor,  it  will 
be  essential  for  the  countries  to  decide  which 
fields  are  appropriate  for  foreign  investment 
(either  because  of  the  inflow  of  funds  involved 
or  because  such  investment  brings  with  it 
know-how  and  other  elements  that  cannot,  for 
the  time  being,  be  provided  by  national  initia¬ 
tive).  Among  the  practical  institutional  solu¬ 
tions  to  this  problem,  joint  enterprises — i.e.,  the 
combination  of  private  foreign  investment  and 
know-how  with  that  of  local  public  or  private 
enterprises — are  particularly  worthy  of  atten¬ 
tion.  In  many  cases,  too,  straightforward  private 
foreign  investment  can  usefully  be  replaced  by 
a  procedure  whereby  new  investment  is  car¬ 
ried  out  by  national  enterprises,  which  contract 
external  loans  and  acquire  temporary  assistance 
and  technical  know-how  from  foreign  enter¬ 
prises. 

(ii)  Private  foreign  investment  should  effec¬ 
tively  contribute  to  narrowing  rather  than 
widening  or  perpetuating  the  so-called  “tech¬ 
nology  gap”  between  the  developing  and  in¬ 
dustrialized  countries,  and  should  do  so  with¬ 
out  prejudice  to  the  important  role  to  be  played 
by  other  forms  of  transfer  of  technology.  It 
will  therefore  be  necessary  to  seek  appropriate 
formulas  for  the  effective  transfer  of  technol¬ 
ogy,  both  as  regards  total  mastery  of  the  tech¬ 
nology  by  the  recipient  country  (including  the 
development  of  research  in  the  developing 
countries  and  the  training  of  technical  and 
administrative  staff)  and  as  regards  fair  com¬ 
pensation  for  that  technology. 

(iii)  In  reaffirming  the  principle  embodied 
in  the  International  Development  Strategy  that 
policies  for  speeding  up  economic  and  social 
progress  are  the  responsibility  of  the  develop¬ 
ing  countries  themselves,  it  is  made  clear  that 
the  decision-making  centres  for  questions  of 
national  importance  must  be  located  in  the 
developing  countries  and  not  outside  them. 
The  application  of  this  principle  presupposes 
the  subordination  of  foreign  enterprises  to  the 
policies,  objectives  and  goals  fixed  by  the 
Governments  of  the  developing  countries. 

(iv)  In  view  of  the  serious  balance-of- 
payments  problems,  a  more  thorough  analysis 
will  have  to  be  made — in  the  context  of  na¬ 
tional  plans — of  the  most  effective  ways  in 
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which  direct  foreign  investment  could  con¬ 
tribute  to  the  solution  of  these  problems.  Profit 
levels  and  withdrawals  of  profits  on  foreign 
investment  should  be  subject  to  certain  pre¬ 
determined  and  permanent  limitations,  in  order 
to  establish  an  acceptable  community  of  inter¬ 
ests  between  investors  and  the  recipient  coun¬ 
tries. 

(v)  This  analysis  should  also,  as  is  only 
natural,  cover  other  economic,  social  and  polit¬ 
ical  aspects  which  have  been  shown  up  in  this 
study  and  which  are  inherent  in  the  nature  and 
objectives  of  the  development  strategy  of  the 
Latin  American  countries.  Specially  important 
among  these  aspects  are  the  effects  of  private 
foreign  investment  on  employment  and  income 
distribution,  and  the  transfer,  incorporation 
and  assimilation  of  technological  progress. 

4.  Special  aspects  of  development  finance 

(a)  Establishment  of  a  link  between  the  allo¬ 
cation  of  Special  Drawing  Rights  and 
the  provision  of  additional  development 
finance  to  developing  countries 

For  several  years  the  developing  countries 
have  been  proposing  the  establishment  of  a 
link  between  the  allocation  of  Special  Drawing 
Rights  (SDRs)  and  the  provision  of  additional 
development  finance  to  developing  countries;13 
this  proposal  is  reiterated  in  the  Lima  Action 
Programme.  Among  other  reasons  for  this  pro¬ 
posal  is  the  fact  that  it  is  considered  that  the 
declared  intention  of  the  developed  countries 
to  increase  the  volume  of  their  development 
aid  could  be  put  into  effect  more  easily  and 
rapidly  if  advantage  were  taken  of  the  oppor¬ 
tunity  offered  by  the  SDR  system  to  provide 
the  developing  countries,  by  means  of  such  a 
link,  with  additional  development  funds.  The 
International  Development  Strategy  (paragraph 
52)  states  that  “serious  consideration  will  be 
given  to  the  possibility  of  the  establishment  of 
a  link”  and  adds  that  “the  question  will,  in  any 
case,  be  examined  before  the  allocation  of 
Special  Drawing  Rights  in  1972”. 

The  arguments  that  have  been  put  forward 
in  favour  of  the  establishment  of  the  link  are 
well  known.  This  machinery  not  only  opens  up 
new  horizons  for  additional  development  financ¬ 
ing  but  also  makes  it  possible  to  overcome,  at 
least  in  part,  some  of  the  objections  that  the 


13  In  this  connexion,  see  Official  Records  of  the 
Trade  and  Development  Board,  Tenth  Session,  Annex 
III,  Supplement  No.  4  (TD/B/318),  and  also  the 
report  by  the  UNCTAD  secretariat,  International 
monetary  issues  (TD/B/356). 


developing  nations  have  been  making  against 
the  system  of  distribution  of  SDRs,  which  is 
based  on  the  individual  country  quotas  in  the 
IMF.  It  should  be  pointed  out,  in  this  con¬ 
nexion,  that  this  system  of  distribution  is  based 
on  a  conventional  pattern  of  proportionality 
which,  in  the  final  analysis,  amounts  to  giving 
more  of  these  new  monetary  units  to  many 
countries  which  probably  need  them  less  and 
vice  versa.  Nevertheless,  it  should  be  made 
clear  that  the  establishment  of  a  fink  cannot  be 
considered  as  an  alternative  to  changing  the 
present  system  of  distribution  of  SDRs.  Both 
objectives  should  be  pursued  simultaneously 
because  they  have  different  purposes  as  re¬ 
gards  the  financing  of  the  system.14 

The  great  urgency — recognized  in  the  Inter¬ 
national  Development  Strategy — attached  to 
obtaining  swift  approval  for  the  establishment 
of  the  link  by  the  international  community  is 
due  to  a  number  of  factors.  First,  discussions 
are  to  be  held  in  the  course  of  1972  concern¬ 
ing  the  creation  of  new  SDRs,  for  distribution 
from  1973  onwards.  Secondly,  even  if  the 
principle  of  the  link  is  approved  at  the  third 
session  of  UNCTAD,  there  will  most  likely 
be  a  fairly  long  lapse  of  time  before  the  ma¬ 
chinery  begins  to  function,  because  although 
different  operational  procedures  have  already 
been  studied,  it  will  be  necessary  to  decide 
between  several  possible  alternatives,  draw  up 
the  relevant  provisions  and  obtain  the  agree¬ 
ment  of  Governments  regarding  the  specific 
solutions  that  are  proposed.  Thirdly,  the  recent 
events  that  are  leading  to  a  rearrangement  of 
the  international  monetary  system  accentuate 
the  urgent  need  for  approval  of  this  proposal, 
for  it  is  likely  that  there  will  be  an  increase 
in  the  importance  of  SDRs  as  a  basic  unit  of 
the  international  monetary  system  and  a  con¬ 
sequent  decline  in  that  of  the  dollar.  In  this 
framework,  it  will  be  possible  to  set  about 
building  up  a  new  world  financial  policy, 
which  should  make  due  provision  for  the  oper¬ 
ation  of  the  link  machinery. 

How  important  the  link  may  become  in  de¬ 
velopment  financing  will  depend  on  several 
factors.  Specially  important  factors  in  this  con¬ 
nexion  will  be,  on  the  one  hand,  the  role 
assigned  to  SDRs  in  the  creation  of  new  inter¬ 
national  liquidity;  obviously,  the  greater  this  is, 
the  greater  will  be  the  supply  of  SDRs  that 
could  be  subject  to  the  link.  Secondly,  the 


14  See  chapter  XII  on  the  present  international 
monetary  situation  and  the  reform  of  the  international 
monetary  system. 
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arrangements  adopted  for  the  distribution  of 
SDRs  among  countries  and  their  entry  into 
circulation  will  be  of  fundamental  importance. 
Thus,  the  greater  the  potential  and  actual 
access  to  new  SDRs  of  developed  countries 
with  more  or  less  permanent  balance-of-pay- 
ments  deficits,  the  smaller  the  proportion  of 
such  SDRs  that  will  be  available  for  develop¬ 
ment  financing  in  the  developing  countries.15 

The  great  importance  of  the  establishment 
of  the  link  for  the  developing  countries  should 
in  no  way  affect  the  efforts  they  deploy  to 
achieve  the  objective  of  receiving  at  least  1  per 
cent  of  the  gross  domestic  product  of  the  in¬ 
dustrialized  countries  as  development  assist¬ 
ance,  with  at  least  10  per  cent  of  that  assist¬ 
ance  in  the  form  of  official  aid.  This  is  so 
because,  on  the  one  hand,  these  are  distinct 
albeit  interdependent  objectives  while,  on  the 
other  hand,  as  was  indicated  earlier,  the  addi¬ 
tional  resources  eventually  obtained  by  the 
developing  countries  through  the  operation  of 
this  machinery  will  most  likely  be  considerably 
less  than  would  result  from  the  achievement  of 
the  goal  of  1  per  cent  and,  in  particular,  that 
of  0.7  per  cent  in  the  form  of  official  aid. 

Another  aspect  that  will  have  to  be  consid¬ 
ered  in  the  operation  of  the  link  will  be  the 
institutional  arrangements  for  channelling  the 
SDRs  subject  to  the  link  and  the  effects  that 
these  arrangements  will  have.  Various  alterna¬ 
tives  have  been  put  forward  in  this  connexion, 
and  although  some  of  them  provide  for  these 
resources  to  be  channelled  to  multilateral  credit 
institutions,  it  seems  logical  that  formulas 
should  be  worked  out  to  secure  the  fairly  bal¬ 
anced  distribution  of  the  new  funds  available 
among  the  different  developing  countries. 

(b)  Supplementary  financial  measures 

Since  its  first  session  UNCTAD  has  recom¬ 
mended  the  establishment  of  financial  machin¬ 
ery  to  supplement  that  designed  to  mitigate 
short-term  shortfalls  in  the  export  income  of 
the  developing  countries.  This  recommenda¬ 
tion  was  in  response  to  the  need  for  arrange¬ 
ments  to  solve  the  financial  problems  that  face 
a  country’s  development  programme  when, 
owing  to  unforeseen  factors,  export  income 
falls  below  the  level  provided  for  in  the  plans. 
Obviously,  such  a  drop  in  income  can  disrupt 
the  execution  of  well-designed  plans  and  lead 
to  the  abandonment  of  investment  which  has 


is  See  the  remarks  in  this  connexion  in  the  article 
on  the  present  international  monetary  situation  and 
the  reform  of  the  international  monetary  system. 


already  been  begun,  with  consequent  adverse 
effects. 

The  proposals  drawn  up  by  the  World  Bank 
in  response  to  recommendation  A.IV.18  of  the 
first  session  of  UNCTAD  were  examined  by 
an  intergovernmental  group,  which  failed  to 
reach  agreement  on  the  principles  and  methods 
of  operation  of  the  system.  Resolution  30  (II) 
of  the  second  session  of  UNCTAD,  therefore, 
reaffirmed  the  objectives  of  the  proposals  for 
supplementary  financial  measures  and  in¬ 
structed  the  intergovernmental  group  to  con¬ 
tinue  examining  the  proposals.  The  course  the 
discussions  subsequently  took  is  reflected  in 
resolution  60  (IX)  of  the  Trade  and  Develop¬ 
ment  Board,  which  approved  a  set  of  con¬ 
clusions  to  serve  as  a  basis  for  the  preparation 
of  discretionary  supplementary  financial  meas¬ 
ures  and  again  invited  the  World  Bank  to  work 
out  the  arrangements  and  the  methods  of  ap¬ 
plying  them.  Meanwhile,  the  consultations  car¬ 
ried  out  by  the  World  Bank  led  to  the  con¬ 
clusion  that  the  developed  countries  would  at 
best  give  only  very  limited  support  to  the  idea 
of  contributing  funds  for  supplementary  finan¬ 
cial  measures,  at  least  during  the  period  of  the 
Third  Replenishment  of  the  International  De¬ 
velopment  Association.  In  the  circumstances, 
the  World  Bank  decided  to  postpone  a  more 
thorough  examination  of  the  proposals  for  sup¬ 
plementary  financing.  This  decision,  which  was 
adopted  for  the  first  time  in  September  1970, 
was  ratified  in  a  communication  dated  4  May 
1971  from  the  President  of  the  World  Bank 
to  the  Secretary-General  of  UNCTAD,16  de¬ 
spite  the  fact  that  in  the  International  Develop¬ 
ment  Strategy  (paragraph  51)  “the  Bank  is 
invited  to  give  further  consideration  to  the 
adoption  of  supplementary  financial  measures 
at  the  earliest  practicable  opportunity”. 

The  position  taken  by  the  World  Bank  faces 
the  developing  countries  with  a  problem  that 
should  be  examined  at  the  third  session  of 
UNCTAD,  for  if  they  accept  the  Bank’s  deci¬ 
sion,  then  the  study  and  preparation  of  new 
proposals  for  supplementary  financial  measures 
will  be  postponed  indefinitely,  whereas  if  they 
consider  that  they  should  persist  in  their  efforts 
to  establish  discretionary  supplementary  finan¬ 
cial  measures,  in  accordance  with  the  principle 
reiterated  in  the  Lima  Action  Programme,  the 
relevant  decisions  will  have  to  be  taken  and 
the  Intergovernmental  Group  of  UNCTAD 
will  have  to  be  instructed  to  continue  exam¬ 
ining  possible  bases  for  such  a  scheme. 


16  See  document  TD/B/353  of  21  May  1971. 


115 


(c)  Compensatory  financing 

In  the  Lima  Action  Programme  it  is  reaf¬ 
firmed  that  “the  IMF  should  give  serious  con¬ 
sideration  to  the  suggestions  of  the  developing 
countries  contained  in  decision  31  (II)  of  the 
second  session  of  UNCTAD  for  the  liberaliza¬ 
tion  of  the  compensatory  financing  facility” 
(section  D  ( d ),  paragraph  (xxii)).  Moreover, 
the  Charter  of  Algiers  contained  proposals  that 
drawings  on  the  International  Monetary  Fund 
under  the  compensatory  financing  facility 
should  be  permitted  up  to  50  per  cent  of  the 
countries’  quotas  in  the  Fund  without  being 
subject  to  any  specific  conditions;  that  the 
formula  for  calculating  shortfalls  should  be 
modified,  and  that  due  consideration  should  be 
given  to  refinancing  debts  incurred  during 
periods  of  persistent  shortfalls  in  export  earn¬ 
ings,  including  a  revision  of  current  repurchase 
time-limits. 

It  should  be  recalled  that  in  1966  IMF  made 
some  modifications  to  the  facility,  in  response 
to  recommendation  A.IV.17  of  UNCTAD.  This 
fact  was  noted  with  satisfaction  at  the  second 
session  of  UNCTAD.  In  view  of  the  readiness 
that  IMF  has  shown  to  continue  improving 
the  operation  of  the  system,  it  may  be  assumed 
that,  in  accordance  with  any  resolutions  on  the 
matter  adopted  at  the  third  session  of 
UNCTAD,  it  will  also  be  in  a  position  to  con¬ 
tinue  adapting  the  operation  of  the  facility  so 
as  to  provide  more  effective  assistance  in  the 
development  of  the  developing  countries. 

In  Section  D  ( d ),  paragraph  (xxii),  of  the 
Lima  Action  Programme,  already  referred  to 
above,  it  is  pointed  out  that  “in  addition,  the 
compensatory  financing  facilities  should  be  ex¬ 
tended  so  as  to  enable  developing  countries  to 
offset  shortfalls  in  export  earnings  from  groups 
of  commodities  or  individual  commodities”. 
A  formula  such  as  the  one  proposed  would 
obviously  be  extremely  useful.  Nevertheless, 
it  should  be  noted  that  it  would  be  advisable 
to  co-ordinate  this  proposal  with  the  proposals 
that  have  been  put  forward  with  regard  to  the 
introduction  of  a  system  of  supplementary 
financial  measures  by  the  World  Bank. 

The  Lima  Action  Programme  raised  another 
question  in  the  sphere  of  compensatory  financ¬ 
ing  with  its  proposal  that  “the  IMF  should 
create  a  special  facility  designed  specifically  to 
cover  deficits  resulting  from  the  implementation 
of  measures  intended  to  liberalize  trade  among 
developing  countries,  providing  that  the  draw¬ 
ing  rights  under  this  facility  for  this  special 
purpose  would  be  distinct  from  the  ordinary 


drawing  rights”  (section  D  ( d ),  paragraph 
(xx)). 

Approval  of  this  principle  and  its  practical 
application  should  be  encouraged  at  the  third 
session  of  UNCTAD,  in  view  of  the  dynamic 
expansion  which  systems  of  economic  integra¬ 
tion  are  undergoing  among  the  developing 
countries. 

5.  The  problem  of  indebtedness  and  the 
outflow  of  financial  resources  from 
developing  countries 17 

(a)  Managing  the  external  debt 

Paragraph  48  of  the  International  Develop¬ 
ment  Strategy  states  that  “arrangements  for 
forecasting,  and  if  possible,  forestalling  debt 
crises  will  be  improved.  Developed  countries 
will  help  in  preventing  such  crises  by  providing 
assistance  on  appropriate  terms  and  conditions, 
and  developing  countries  by  undertaking  sound 
policies  of  debt  management.  Where  difficulties 
do  arise,  the  countries  concerned  will  stand 
ready  to  deal  reasonably  with  them  within  the 
framework  of  an  appropriate  forum  in  co¬ 
operation  with  the  international  institutions 
concerned,  drawing  upon  the  full  range  of  the 
available  methods  including,  as  may  be  re¬ 
quired,  measures  such  as  arrangements  for 
rescheduling  and  refinancing  of  existing  debts 
on  appropriate  terms  and  conditions.” 

The  Lima  Action  Programme  states  in  sec¬ 
tion  D  (/),  paragraphs  (xxiv)  and  (xxvii), 
that: 

[xxiv]  “The  criteria  and  procedures  of  re¬ 
scheduling  of  external  debts  of  developing 
countries,  particularly  those  with  serious  debt 
servicing  problems,  should  be  reviewed  and 
revised  so  as  to  ensure  that  the  rescheduling 
of  debts  does  not  interfere  with  the  orderly 
process  of  development  planning  in  debtor 
countries  and  should  be  systematically  de¬ 
signed  to  prevent  both  disruption  of  long¬ 
term  development  plans  and  the  need  for 
repeated  rescheduling.  Where  the  indebted¬ 
ness  problems  reflect  structural  imbalance, 
grace  periods,  interest  rates  and  maturity 
periods  in  respect  of  rescheduled  debts 
should  be  the  same  as  those  considered  ap¬ 
propriate  for  basic  development  finance. 
Loan  agreements  should  invariably  contain 
a  clause  for  postponement  of  debt  repay- 


17  On  this  item  see  UNCTAD  secretariat  documents 
“The  flow  of  financial  resources”  (TD/B/C.3/92)  and 
“Liberalization  of  terms  and  conditions  of  assistance” 
(TD/B/C.3/96). 
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ments  in  situations  of  serious  balance-of- 
payments  difficulties  such  as  those  brought 
about  either  by  an  unexpected  severe  fall  in 
exports  or  an  unexpected  increase  in  im¬ 
ports.” 

[xxvii]  “A  special  body  should  be  cre¬ 
ated  within  the  machinery  of  UNCTAD  to 
find  practical  solutions  to  the  debt  servicing 
problems  of  developing  countries.  Consulta¬ 
tions  should  be  held  within  such  a  body  be¬ 
tween  representatives  of  debtor  and  creditor 
countries  and  international  experts  serving 
in  their  personal  capacity.” 

The  stress  placed  on  this  issue  in  the  Inter¬ 
national  Development  Strategy  and  the  Lima 
Action  Programme  is  fully  justified,  for  the 
outflow  of  financial  resources  from  developing 
countries  under  the  head  of  debt  servicing  has 
gradually  become  one  of  the  most  explosive 
problems  facing  the  developing  nations.  It 
should  be  noted  that  one  of  the  fundamental 
causes  of  the  deterioration  of  the  situation  has 
been  retrogression  in  the  fulfilment  of  the  tar¬ 
get  that  the  developed  countries  should  provide 
0.7  per  cent  of  their  GNP  in  the  form  of  offi¬ 
cial  assistance  on  the  terms  and  at  the  interest 
rates  described  earlier  in  this  paper. 

The  growth  in  the  debt  servicing  burden  of 
the  developing  countries  can  be  illustrated  by 
two  specific  manifestations  of  its  impact. 
Table  9  shows  that  between  1965  and  1969, 
although  total  disbursements  rose  from  8,774 
to  10,153  million  dollars,  the  net  transfer  of 
resources  to  the  developing  world  fell  from 
5,358  to  5,185  million  dollars  owing  to  the 
increase  in  external  public  debt  service  from 
3,416  to  4,968  million  dollars  (interest  pay¬ 
ments  grew  by  61  per  cent,  and  amortization 
payments  by  slightly  over  45  per  cent). 

Secondly,  over  the  past  10  years  there  have 
been  22  cases  (involving  10  countries)  of  debt 
renegotiation,  to  say  nothing  of  a  number  of 
countries  where  debt  servicing  difficulties  were 
solved  without  rescheduling,  although  this  is 
not  to  say  that  there  were  no  adverse  effects 
on  their  economic  and  social  development. 

Turning  to  the  distribution  of  indebtedness 
by  regions,  a  number  of  interesting  conclusions 
can  be  drawn.  Table  10  shows  that  at  the  end 
of  1969  Latin  America  accounted  for  the  high¬ 
est  proportion  of  outstanding  external  public 
debt,  even  though  this  proportion  fell  sharply 
between  1961  and  1969,  while  East  Asia, 
South  Asia  and  the  Middle  East  increased  their 
proportions.  The  figures  for  Africa  and  South¬ 


ern  Europe  remained  virtually  unchanged  over 
the  same  period. 

The  difference  in  the  terms  under  which  in¬ 
debtedness  is  contracted  in  the  various  devel¬ 
oping  regions  is  reflected  in  the  ratio  between 
the  total  debt  and  debt  service,  both  expressed 
as  proportions  of  the  total  for  the  developing 
world.  At  the  end  of  1969,  Latin  America 
accounted  for  29.7  per  cent  of  the  outstanding 
debt  but  paid  43.9  per  cent  of  the  debt  service, 
while  in  East  and  especially  South  Asia  the 
situation  was  the  reverse.  In  other  regions,  the 
two  variables  were  roughly  in  balance  (see 
table  10). 

It  is  clear  from  this  that  Latin  America’s 
external  debt  has  been  contracted  on  generally 
unfavourable  terms,  and  this  is  why  the  region 
has  to  face  such  a  heavy  burden  of  debt 
service. 

Not  only  has  Latin  America  contracted  its 
external  debt  on  unfavourable  terms,  but  also, 
as  noted  earlier,  during  the  period  1965-1969 
it  contracted  debts  and  paid  debt  service  on 
relatively  hard  terms  (see  again  table  5),  owing 
to  the  fact  that  it  was  not  able  to  gain  increased 
access  to  credit  on  more  favourable  terms,  such 
as  official  credit,  or  virtually  free  forms  of 
credit,  such  as  official  grants.  Hence,  it  had  to 
make  great  use  of  private  credit  and  loans, 
which  are  granted  for  short  periods  and  at 
high  interest  rates.  Proof  of  this  can  be  found 
in  the  UNCTAD  secretariat  document  referred 
to  earlier,  which  shows  that  at  the  end  of  1969 
close  to  38  per  cent  of  Latin  America’s  public 
external  debt  came  from  private  sources  and 
this  38  per  cent  will  account  for  52  per  cent 
of  the  region’s  total  debt  service  during  the 
period  1970-1975.18 

Another  characteristic  feature  of  the  ratio  of 
debt  service  to  the  external  public  debt  in 
Latin  America  is  that  the  situation  varies  a 
great  deal  from  country  to  country.  These  vari¬ 
ations  can  be  measured  in  terms  of  a  number 
of  indexes  (for  example,  population,  per  capita 
income,  exports,  etc.)  each  of  which  will  show 
up  different  trends. 

(b)  The  outflow  of  financial  resources 

If  trends  are  examined  over  a  relatively  long 
period,  namely  1950-1969  (see  table  11),  cer¬ 
tain  striking  features  show  up  which  comple¬ 
ment  what  has  been  said  above.  As  regards  the 
trend  of  loans,  for  example,  between  1950- 
1954  and  1965-1969  gross  disbursements  in¬ 
is  See  UNCTAD,  op.cit.,  TD/B/C.3/96,  annex, 
table  1. 
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Table  9 


INFLOWS  OF  EXTERNAL  RESOURCES  AND  OUTFLOWS  IN  RESPECT  OF  SERVICE  PAYMENTS 

ON  EXTERNAL  PUBLIC  DEBT,  1965-1969 

( Millions  of  dollars ) 


Area! year 


Disbursements 


Loans 


Grants  and 
grant-like 
contribu¬ 
tions a 


Total 


Debt  service 


Amorti¬ 

zation 


Interest  Total 


Net  flow 

b 


Net 

transfers 


Africa 


1965  . 

1,078.5 

861.7 

1,940.2 

303.6 

163.9 

467.5 

1,636.6 

1,472.7 

1966  . 

877.0 

731.9 

1,608.9 

313.0 

166.7 

479.7 

1,295.9 

1,129.2 

1967  . 

984.1 

685.1 

1,669.2 

293.3 

182.7 

476.0 

1,375.9 

1,193.2 

1968  . 

789.9 

715.1 

1,505.0 

412.0 

188.9 

600.9 

1,093.0 

904.1 

1969  . 

800.1 

739.6 

1,539.7 

521.3 

203.5 

724.8 

1,018.4 

814.9 

East  Asia3- 

1965  . 

509.1 

363.4 

872.5 

163.5® 

30.1® 

193.6 

709.0e 

678.9 

1966  . 

437.1 

308.1 

745.2 

186.4e 

39.1® 

225.5 

558.8® 

519.7 

1967  . 

814.6 

398.7 

1,213.3 

205.6 

54.1 

259.7 

1,007.7 

953.6 

1968  . 

1,033.0 

425.2 

1,458.2 

205.2 

79.1 

284.4 

1,253.0 

1,173.9 

1969  . 

1,201.5 

366.1 

1,567.6 

318.6 

117.6 

436.2 

1,249.0 

1,131.4 

Middle  East 

1965  . 

402.7 

194.2 

596.9 

204.9 

42.3 

247.2 

392.0 

349.7 

1966  . 

442.7 

121.5 

564.2 

228.6 

49.5 

278.1 

335.6 

286.1 

1967  . 

683.7 

77.8 

761.5 

179.3 

61.7 

241.0 

582.2 

520.5 

1968  . 

981.1 

64.7 

1,045.8 

277.3 

86.6 

363.8 

768.5 

681.9 

1969  . 

774.2 

63.2 

837.4 

366.9 

108.2 

475.1 

470.5 

362.3 

South  Asia f 

1965  . 

1,347.0 

827.3 

2,174.3 

199.5 

147.1 

346.6 

1,974.8 

1,827.7 

1966  . 

1,226.7 

859.9 

2,086.6 

249.3 

178.6 

427.8 

1,837.3 

1,658.7 

1967  . 

1,574.5 

774.9 

2,349.4 

306.5 

204.5 

511.0 

2,042.9 

1,838.4 

1968  . 

1,511.5 

520.0 

2,031.5 

330.5 

211.5 

542.0 

1,701.0 

1,489.5 

1969  . 

1,418.0 

338.6 

1,756.6 

377.2 

240.5 

617.6 

1,379.4 

1,138.9 

Southern  Europe s 

1965  . 

607.0 

61.4 

668.4 

346.9 

92.2 

439.1 

321.5 

229.3 

1966  . 

759.2 

46.1 

805.3 

336.2 

105.4 

441.7 

469.1 

363.7 

1967  . 

758.2 

34.6 

792.8 

324.4 

115.4 

439.8 

468.4 

353.0 

1968  . 

868.6 

41.8 

910.4 

355.2 

141.7 

496.9 

555.2 

413.5 

1969  . 

945.6 

19.5 

965.1 

359.0 

173.0 

531.9 

606.1 

433.1 

Western  Hemisphere 11 

1965  . 

2,121.5 

399.8 

2,521.3 

1,300.4 

421.0 

1,721.4 

1,220.9 

799.9 

1966  . 

2,152.8 

392.2 

2,545.0 

1,482.4 

452.0 

1,934.4 

1,062.6 

610.6 

1967  . 

2,617.6 

384.3 

3,001.9 

1,541.7 

508.4 

2,050.1 

1,460.2 

951.8 

1968  . 

2,954.2 

418.4 

3,372.6 

1,688.7 

550.8 

2,239.5 

1,683.9 

1,133.1 

1969  . 

3,011.9 

475.1 

3,487.0 

1,583.1 

599.4 

2,182.5 

1,903.9 

1,304.5 
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Table  9  ( continued ) 


( Millions  of  dollars ) 

Disbursements 

Debt  service 

Ret  flow  tran?fers 

C 

Area/year 

Grants  and 

Loans  ffrant-like  T  {  Amorti- 

contnbu -  station 

tions a 

Interest 

Total 

80  developing  coun¬ 
tries 

1965  .  6,065.9  2,707.8 

1966  .  5,895.5  2,459.7 

1967  .  7,432.7  2,355.4 

1968  .  8,138.3  2,185.2 

1969  .  8,151.3  2,002.1 


8,773.6 

2,518.8 

8,355.2 

2,795.9 

9,788.1 

2,850.8 

10,323.5 

3,268.9 

10,153.4 

3,526.1 

896.6 

3,415.4 

991.3 

3,787.2 

1,126.8 

3,977.6 

1,258.6 

4,527.5 

1,442.3 

4,968.4 

6, 


v,s.o-t.o 

5,559.3 

4,568.0 

6,937.3 

5,810.5 

7,054.6 

5,796.0 

6,627.3 

5,185.0 

Source:  World  Bank,  International  Development  Association,  Annual  Report,  1971,  table  9. 
a  Grants  consist  of  grant  and  grant-like  contributions  by  DAC  countries  and  grants  by  multilateral 
agencies  as  compiled  by  OECD  as  well  as  disbursements  by  Inter-American  Development  Bank  on  loans 
repayable  in  recipients’  currencies. 

b  Disbursements  on  loans,  grants  and  grant-like  loans  minus  amortization  on  loans. 
cNet  flow  minus  interest  on  loans. 

d  Does  not  include  most  of  the  publicly-guaranteed  private  debt  of  Philippines. 
e  Interest  for  Indonesia  included  in  amortization.  Therefore  net  flow  in  this  year  is  understated. 
f  Excludes  supplier  credits  to  India  for  which  a  complete  series  of  data  is  not  available  for  1965-1968. 
For  1969,  transactions  on  these  credits  were  as  follows:  disbursements  89.2  million,  amortization  64  million, 
interest  22.9  million  dollars. 

s  Does  not  include  the  non-guaranteed  debt  of  the  “social  sector”  of  Yugoslavia  contracted  after  March 
31,  1966. 

h  Service  payments  for  Brazil  include  some  non-guaranteed  debt  of  the  private  sector  to  suppliers. 


creased  less  than  five-fold,  while  because  of 
the  debt  spiral  effect  repayments  increased  5.5 
times  and  interest  paid  more  than  8  times.  This 
meant  that  the  net  inflow  of  loans  increased  by 
a  factor  of  only  2.5  between  the  two  periods, 
and  between  1960-1964  and  1965-1969  it 
actually  decreased. 

The  net  balance  of  direct  foreign  investment 
has  in  practice  consistently  been  a  negative 
quantity.  During  the  period  1950-1969,  for 
every  dollar  that  entered,  two  left  in  the  form 
of  depreciation  and  profits,  and  while  official 
grants  have  increased,  they  have  still  not 
reached  any  appreciable  level  within  the  over¬ 
all  inflow  of  foreign  resources. 

The  net  result  of  this  20-year  period  was 
that  the  over-all  net  contribution  of  foreign 
capital  to  external  financing  was  an  outflow  of 
approximately  500  million  dollars. 

Furthermore,  the  burden  of  total  external 
debt  service  has  been  absorbing  a  growing 
proportion  of  export  income  (see  table  12). 
The  ratio  of  total  disbursements  (amortization, 
depreciation,  interest  and  profits)  to  exports 
from  the  region  doubled  over  the  period  in 
question,  rising  from  18.5  per  cent  in  1950- 


1954  to  37  per  cent  in  1965-1969.  Although 
at  the  beginning  of  the  1950s  payments  in 
respect  of  profits  and  depreciation  on  direct 
investment  accounted  for  the  largest  share  of 
the  outflow,  they  grew  relatively  little  in  sub¬ 
sequent  years  (from  11  to  13  per  cent),  while 
the  share  of  external  debt  service  tripled,  rising 
from  7  per  cent  in  1950-1954  to  close  to  24 
per  cent  in  1965-1969. 

In  addition,  between  1950  and  1969,  in¬ 
come  from  exports  of  goods  and  services  grew 
at  an  average  annual  rate  of  3.9  per  cent,  while 
total  service  payments  on  foreign  capital  grew 
at  an  average  annual  rate  of  8.9  per  cent, 
made  up  of  an  increase  of  5.1  per  cent  in 
servicing  direct  investment  and  12.5  per  cent 
in  servicing  the  external  debt. 

(c)  Possible  solutions  for  the  problem  of  the 
external  debt 

The  above  information  gives  an  idea  of  how 
serious  the  problem  of  external  indebtedness 
and  the  corresponding  outflow  of  resources  is 
for  the  developing  world  and  Latin  America  in 
particular,  to  say  nothing  of  the  direct  adverse 
effects  on  the  balance  of  payments  caused  by 
the  net  outflow  of  resources  corresponding  to 
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Table  10 

THE  EXTERNAL  PUBLIC  DEBT  AND  DEBT  SERVICE  PAYMENTS,  1961-1969 

( Millions  of  dollars ) 


Public 

debt a 

Percentage 

of 

total 

Public  debt 
service 
payments 

Percentage 

of 

total 

Africa  . 

1961 

3,309 

15.4 

172 

7.4 

1965 

6,297 

16.8 

468 

13.7 

1969 

9,184 

15.5 

725 

14.5 

East  Asia  . 

1961 

2,176 

10.0 

224 

9.6 

1965 

3,903 

10.4 

194 

5.7 

1969 

7,609 

12.8 

436 

8.7 

Middle  East  . 

1961 

1,419 

6.5 

170 

7.3 

1965 

2,307 

6.1 

247 

7.2 

1969 

4,883 

8.2 

475 

9.5 

South  Asia  . 

1961 

3,600 

16.6 

246 

10.6 

1965 

9,015 

24.0 

347 

10.1 

1969 

13,809 

23.3 

613 

12.4 

Southern  Europe  . 

1961 

2,261 

10.4 

252 

10.8 

1965 

4,104 

10.9 

439 

12.9 

1969 

6,228 

10.5 

532 

10.7 

Western  Hemisphere . 

1961 

8,822 

40.8 

1,250 

54.0 

1965 

11,905 

31.7 

1,721 

50.4 

1969 

17,618 

29.7 

2,183 

43.9 

Total 

1961 

21,587 

100.0 

2,314 

100.0 

1965 

37,532 

100.0 

3,416 

100.0 

1969 

59,331 

100.0 

4,968 

100.0 

Source:  UNCTAD,  “Liberalization  of 
aAs  of  31  December,  including  sums 

terms  and  conditions 
not  yet  disbursed. 

of  assistance” 

(TD/B/C.3/96), 

table  2. 

direct  foreign  investment.  It  is  thus  abundantly 
clear  that  it  is  urgently  necessary  to  implement 
the  policy  measures  proposed  in  the  Interna¬ 
tional  Development  Strategy  and  the  Lima  Ac¬ 
tion  Programme,  which  were  discussed  above. 

It  would  seem  appropriate  to  stress  once 
again  that  a  vital  factor  in  tackling  the  external 
debt  problem  during  the  1970s  will  be  the 
volume  and  terms  of  official  development  as¬ 
sistance.  Accordingly,  the  Pearson  Commis¬ 
sion’s  recommendations  in  this  respect  should 
be  given  careful  consideration,  namely  that: 

“1.  Debt  relief  operations  should  avoid 
the  need  for  repeated  reschedulings  and  seek 
to  re-establish  a  realistic  basis  for  develop¬ 
ment  finance. 

“2.  When  it  is  necessary  to  set  limits  on 
new  export  credits,  equal  attention  should  be 
given,  where  there  is  a  sound  development 


programme,  to  the  possible  need  for  con¬ 
cessional  external  assistance. 

“3.  Aid-giving  countries  should  consider 
debt  relief  a  legitimate  form  of  aid  and  per¬ 
mit  the  use  of  new  loans  to  refinance  debt 
payments,  in  order  to  reduce  the  need  for 
full-scale  debt  negotiations. 

“4.  The  terms  of  all  official  development 
assistance  loans  should  henceforth  provide 
for  interest  of  no  more  than  2  per  cent,  a 
maturity  of  between  25  and  40  years,  and  a 
grace  period  of  7  to  10  years.” 

Furthermore,  it  is  very  important  to  secure 
acceptance  of  the  principle  that  borrower  coun¬ 
tries  may  postpone  debt  service  payments  in 
times  of  balance-of-payments  difficulties.  This 
provision,  known  as  a  “bisque  clause”,  should 
be  universally  accepted  and  should  be  incor¬ 
porated  in  loan  agreements  between  the  de¬ 
veloping  and  the  industrialized  countries. 
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Table  12 


LATIN  AMERICA:  CUMULATIVE  SERVICE  PAYMENTS  ON  FOREIGN 
CAPITAL,  BY  FIVE-YEAR  PERIODS 


( Millions  of  dollars) 


Total 

Direct  foreign  investment  service 

-  payments 

Profi*  Nation  Total  foreign 

capital 


1950-1954  .  2,289.9  436.9  2,726.8  3,981.8  272.7  4,254.5  6,981.3 

1955-1959  .  5,256.2  823.8  6,080.0  5,306.4  270.6  5,577.0  11,657.0 

1960-1964  .  9,046.1  1,800.6  10,846.7  5,513.7  886.7  6,400.4  17,247.1 

1965-1969  .  12,476.0  3,565.6  16,041.6  8,021.5  871.6  8,893.1  24,934.7 

Service  payments  on  foreign  capital  as  a  percentage  of  exports  of  goods  and  services 

1950-1954  .  6.1  1.1  7.2  10.6  0.7  11.3  18.5 

1955-1959  .  11.6  1.8  13.4  11.7  0.6  12.3  25.7 

1960-1964  .  17.6  3.5  21.1  10.8  1.7  12.5  33.6 

1965-1969  .  18.5  5.3  23.8  11.9  1.3  13.2  37.0 


External  debt  service 


Period 


Amorti¬ 

zation 


Inter¬ 

est 


Total 


Source:  ECLA,  on  the  basis  of  official  statistics. 


As  regards  the  weight  of  supplier  credits  in 
the  external  debt  structure  of  the  developing 
countries,  the  Lima  Action  Programme  notes 
that  export  credits  should  be  granted  “accord¬ 
ing  to  criteria  compatible  with  the  objectives 
of  planned  development”  and  that  the  developed 
countries  “should  accept  the  principle  of  as¬ 
suming  the  responsibility  for  supplier  credits 
from  companies  registered  in  their  territories 
and  spread  the  repayment  in  easy  terms,  when¬ 
ever  necessary,  in  order  to  reduce  the  adverse 
effect  of  such  credits  on  the  balance  of  pay¬ 
ments  of  developing  countries”.  It  goes  without 
saying  that  the  implementation  of  these  prin¬ 
ciples  is  of  particular  importance  to  Latin 
America,  in  view  of  the  high  proportion  of 
supplier  credits  in  its  external  debt. 

6.  Other  aspects  of  development  financing 

(a)  Problems  of  mobilization  of  internal  re¬ 
sources  of  developing  countries 

The  International  Development  Strategy,  in 
paragraph  41,  identifies  certain  measures  that 
the  developing  nations  should  take  for  a  fuller 
mobilization  of  the  whole  range  of  their  do¬ 
mestic  resources,  while  the  Lima  Action  Pro¬ 
gramme  (section  D  (e),  paragraph  (xxiii)) 
states  that: 

“The  developed  countries  should  refrain 
from  taking  any  steps  which  may  interfere, 
either  directly  or  indirectly,  with  die  full  and 
efficient  mobilization  of  the  domestic  re¬ 


sources,  both  land  and  marine,  of  develop¬ 
ing  countries.  There  must  not  be  any  exter¬ 
nal  interference  in  the  programmes  and 
priorities  of  the  developing  countries  de¬ 
signed  to  achieve  such  mobilization.” 

Both  these  pronouncements,  which  view  the 
issue  from  different  standpoints,  are  of  deep 
significance,  and  it  is  therefore  important  that 
the  principles  they  contain  should  be  fully  ac¬ 
cepted  and  that  specific  standards  should  be  set 
up  for  their  practical  achievement. 

(b)  Disarmament  and  development  financing 

General  Assembly  resolution  2685  (XXV) 
on  the  economic  and  social  consequences  of 
disarmament  discusses  the  principle  of  “estab¬ 
lishing  the  link  between  the  Disarmament 
Decade  and  the  Second  United  Nations  De¬ 
velopment  Decade  so  that  an  appropriate  por¬ 
tion  of  the  resources  that  are  released  as  a 
consequence  of  progress  towards  general  and 
complete  disarmament  would  be  used  to  in¬ 
crease  assistance  for  the  economic  and  social 
development  of  developing  countries”. 

In  this  connexion,  it  has  been  estimated19 
that  world  military  expenditure  in  1969  totalled 
some  200,000  million  dollars.  The  NATO 
countries  were  responsible  for  more  than  half 
of  this  figure,  and  the  Warsaw  Pact  members 
for  approximately  one  third.  To  show  the  scale 

19  United  States  Arms  Control  and  Disarmament 
Agency,  Annual  Report,  1969. 
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of  these  figures,  it  may  be  noted  that  the  mili¬ 
tary  expenditure  of  the  developed  countries  was 
at  least  10  times  greater  than  their  total  (public 
and  private)  financial  assistance  to  the  develop¬ 
ing  nations,  and  20  times  greater  than  their 
official  financial  assistance. 

The  Great  Powers  are  considering  the  pos¬ 
sibility  of  taking  joint  action  with  a  view  to 


substantially  reducing  the  amount  of  funds 
allocated  to  military  expenditure.  It  has  there¬ 
fore  been  proposed  that  the  developed  coun¬ 
tries — both  the  market-economy  and  the  so¬ 
cialist  countries — should  devote  a  significant 
portion  of  the  resources  thus  released  to  in¬ 
creasing  their  official  assistance  to  the  develop¬ 
ing  countries. 
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THE  PRESENT  INTERNATIONAL  MONETARY  SITUATION  AND  THE 
REFORM  OF  THE  INTERNATIONAL  MONETARY  SYSTEM1 


1.  The  evolution  of  the  international  monetary 
system  and  the  background  to  the  crisis 

President  Nixon’s  announcement  in  his  ad¬ 
dress  of  15  August  1971  that  it  had  been  de¬ 
cided  temporarily  to  suspend  the  convertibility 
of  the  dollar  into  gold  or  other  reserve  assets 
meant  the  formal  elimination  of  a  basic  feature 
of  the  international  monetary  system  which  was 
not  operating  effectively  in  practice.  Neverthe¬ 
less,  this  measure,  adopted  jointly  with  the 
10  per  cent  import  surcharge,  forced  the  inter¬ 
national  community  to  seek  a  substantial  re¬ 
form  of  the  monetary  system  which  has  long 
been  going  through  a  crisis.  This  reform  started 
with  the  change  in  the  dollar  price  of  gold  and 
the  currency  realignments  agreed  on  by  the 
Group  of  Ten  on  18  December  1971,  but 
although  these  changes  are  highly  significant, 
there  is  still  a  long  way  to  go  before  the  reform 
of  the  system  is  completed. 

The  fundamental  purpose  of  the  interna¬ 
tional  economic  framework  established  at  the 
end  of  the  Second  World  War  was  to  encourage 
a  progressive  movement  towards  a  multilateral 
system  of  trade  and  payments  which  would 
lead  to  the  expansion  and  liberalization  of 
world  trade,  especially  trade  between  developed 
countries.  In  fact,  the  monetary  system  estab¬ 
lished  was  unable  to  take  into  account  the 
special  problems  of  developing  countries,  which 
were  included  on  the  basis  that  they  would  be 
governed  by  the  same  body  of  rules  as  that 
formulated  for  the  industrialized  countries. 

It  is  useful  to  recall  that  the  system  which 
has  operated  for  over  a  quarter  of  a  century 
and  is  still  in  force  was  essentially  based  on  the 
general  acceptance  of  the  dollar  as  the  world 
monetary  unit,  for  both  the  payment  of  com¬ 
mercial  transactions  and  the  building  up  of 
international  reserves.  The  result  was  that  the 
United  States  became,  to  a  large  extent,  a  kind 


1  See  UNCTAD,  “International  monetary  issues” 
(TD/B/C.3/98),  and  the  documents  presented  by 
ECLA  at  the  twelfth  meeting  of  CECLA,  “Las  proba¬ 
bles  repercusiones  sobre  America  Latina  de  la  nueva 
politico  economica  de  los  Estados  Unidos"  (E/CN.12/ 
L.67). 


of  central  bank  for  the  system,  although  in 
theory  this  was  the  IMF’s  role.  In  view  of  this 
dollar-standard  feature  of  the  world  monetary 
system,  the  promotion  of  the  expansion  of 
international  liquidity  was  largely  influenced  by 
the  rate  of  growth  of  the  amount  of  dollars  in 
circulation,  particularly  since  the  growth 
capacity  of  other  forms  of  reserves  (gold,  SDRs 
and  IMF  position)  was  limited.  The  increase 
in  gold  stocks  was  geared  to  the  slow  rate  of 
world  production  of  gold,  with  the  added  disin¬ 
centive  of  a  fixed  price  in  dollars;  SDRs  came 
into  operation  in  limited  amounts  only  in  1970; 
and  the  IMF  position  was  of  little  relative 
importance. 

As  a  result  of  the  situation  described  above, 
the  expansion  of  international  liquidity  has 
been  dependent  in  the  last  few  years  on  con¬ 
tinuous  deficits  in  the  United  States  balance  of 
payments  and  on  the  acceptance  and  promo¬ 
tion  by  developed  countries  with  balance-of- 
payments  surpluses  of  an  increasingly  rapid 
growth  of  their  dollar  reserves,  although  they 
knew  that  this  was  undermining  the  stability 
of  the  value  of  the  dollar  and  its  guarantee  of 
convertibility.  In  general,  the  countries  with 
surpluses  accepted  this  trend  because  it  enabled 
them  to  step  up  exports  and  in  this  way  acted 
as  a  spur  to  their  economic  growth.  This  policy 
had  a  highly  undesirable  effect,  however,  in 
that  it  led  to  the  progressive  take-over  of  many 
European  and  Japanese  manufacturing  enter¬ 
prises,  wholly  or  in  part,  by  United  States 
companies. 

What  the  European  countries  and  Japan 
were  seeking  through  this  mode  of  operation  of 
the  financial  side  of  the  world  economy  was  to 
increase  their  participation  in  international 
trade,  partly  to  recover  lost  ground  and  partly 
to  improve  their  position.  They  were  successful 
in  achieving  this  objective  and  at  the  same  time 
managed  to  accumulate  large  international  re¬ 
serves.  It  seems  clear,  however,  that  these  na¬ 
tions — particularly  some  of  them — went  too 
far  with  their  policy  of  achieving  balance-of- 
payments  surpluses  and  building  up  increasing 
international  reserves,  for  in  their  eagerness  to 
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accelerate  their  economic  growth  and  to  ensure 
full  employment,  they  were  somewhat  over- 
reluctant  to  liberalize  imports,  to  establish 
regulations  limiting  the  foreign  take-over  of 
enterprises,  to  increase  external  aid,  and  to 
adopt  policy  measures  such  as  exchange-rate 
realignments  designed  to  slow  down  the  redis¬ 
tribution  of  world  trade  and  alleviate  the  pres¬ 
sure  on  the  dollar.  This  attitude  accelerated 
the  crisis  in  the  monetary  system,  because  the 
increasing  problems  faced  by  the  United  States 
were  compounded  by  the  behaviour  of  the  in¬ 
dustrialized  countries  which  had  balance-of- 
payments  surpluses. 

The  expansion  and  reorientation  of  world 
trade,  which  led  to  a  relative  reduction  in  the 
United  States’  share  compared  with  the  posi¬ 
tion  at  the  end  of  the  Second  World  War,  did 
not  favour  the  developing  regions:  their  pro¬ 
portion  declined  from  one  third  in  1950  to 
less  than  one  fifth  in  1970,  while  the  gap  be¬ 
tween  the  stages  of  development  reached  by 
industrialized  and  developing  countries  con¬ 
tinued  to  widen. 

The  process  whereby  agreement  was  gradu¬ 
ally  reached  that  this  system  could  not  con¬ 
tinue — in  spite  of  certain  adjustments  which 
included  the  devaluation  of  the  pound  and  the 
franc,  the  revaluation  of  the  mark  and  the 
establishment  of  a  free  market  for  some  gold 
transactions — was  based  on  several  factors 
that  complemented  one  another.  First,  some 
developed  countries — particularly  the  Federal 
Republic  of  Germany  and  the  Netherlands— 
began  to  feel  that  as  their  economies  were 
operating  under  conditions  of  full  employment 
they  stood  to  obtain  no  further  benefits  from 
the  excess  international  liquidity,  but  on  the 
contrary  ran  the  risk  of  inflation.  Secondly, 
the  deficits  in  the  United  States  balance  of 
payments  in  1970  and  1971  were  such  that 
the  continued  operation  of  the  system  was  un¬ 
acceptable  from  a  quantitative  standpoint  and 
too  hazardous,  while  the  joint  dollar  holdings 
of  the  developed  nations  far  exceeded  the 
United  States’  stocks  of  gold.  Thirdly,  the 
operation  of  the  dollar  standard  was  becoming 
more  and  more  unacceptable  and  inequitable, 
since  in  practice  it  was  directed  by  the  uni¬ 
lateral  decision  of  a  country  which,  in  the  view 
of  the  other  countries,  was  not  making  enough 
effort  to  remedy,  even  to  a  modest  degree,  the 
imbalances  in  its  economy.  Fourthly,  the  United 
States  became  convinced  that  the  continuous 
deficits  in  its  balance  of  payments  and  the 
course  that  the  international  monetary  system 
was  taking  were  incompatible  with  the  proper 


development  of  its  economy,  where  dangerous 
signs  of  unemployment  and  inflation  accentu¬ 
ated  the  deterioration  of  its  competitive  posi¬ 
tion. 

In  other  words,  it  took  a  long  time  and  a 
combination  of  circumstances  for  a  country 
which  was  in  “fundamental  disequilibrium”  (in 
IMF  terms)  to  adopt  remedial  measures:  pri¬ 
marily  the  devaluation  of  its  currency.  This 
delay  was  due  not  only  to  the  factors  noted 
above  but  also  to  the  fact  that  the  system 
adopted  at  Bretton  Woods  lacked  the  flexibility 
to  cope  with  a  situation  in  which  the  base 
economy  and  currency  of  the  system  were 
those  showing  the  greatest  weakness. 

The  developing  world,  which  did  not  receive 
special  treatment  under  the  monetary  system 
that  was  in  force  for  a  quarter  of  a  century, 
has  not  received  special  treatment  either  in  the 
transitional  period  which  began  on  15  August 
1971  and  is  of  no  set  duration.  Thus,  in  addi¬ 
tion  to  the  matter  of  principle  at  stake  in  that 
the  developing  regions  have  so  far  been  com¬ 
pletely  excluded  from  the  negotiations  leading 
to  the  reconstruction  of  the  system,  some  very 
palpable  adverse  effects  on  the  economies  of 
the  developing  nations  have  been  caused. 

Some  of  these  effects  are  particularly  worthy 
of  mention.  In  the  first  place,  the  prolonged 
monetary  crisis  has  created  additional  factors 
which  are  slowing  up  the  already  weakened 
rate  of  growth  of  some  European  countries  and 
Japan  and  have  created  uncertainty  in  the  in¬ 
ternational  markets.  Both  these  effects  have  had 
unfavourable  repercussions  on  the  volume  and 
price  of  exports  from  developing  countries. 
Secondly,  because  of  the  nature  of  this  transi¬ 
tional  period,  there  has  been  a  setback  in  the 
implementation  of  the  objectives  in  the  fields 
of  trade  and  development  finance  which  had 
been  accepted  by  the  developed  countries  at  the 
international  level.  Thus,  for  example,  there 
has  been  delay  by  several  industrial  countries 
in  putting  into  practice  the  generalized  system 
of  preferences,  and  the  official  aid  provided  by 
some  countries,  notably  the  United  States,  has 
dwindled.  Thirdly,  the  currency  realignments 
agreed  upon  in  December  1971  reduced  the 
real  value  of  the  international  holdings  of  de¬ 
veloping  countries  by  about  1,000  million  dol¬ 
lars,2  while  they  also  pushed  up  the  real  value 
of  that  part  of  the  developing  world’s  external 
debt  contracted  in  the  revalued  currencies  and 
are  bound  to  lead  to  a  deterioration  in  its  terms 


2  See  UNCTAD,  “International  monetary  issues” 
(TD/B/C.3/98),  page  19. 
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of  trade.  Lastly,  the  specific  measures  adopted 
by  the  United  States  as  from  16  August  1971 
— particularly  the  temporary  surcharge  of  10 
per  cent  on  imports — naturally  created  uncer¬ 
tainty  and  concern  among  the  Latin  American 
countries  because  of  their  impact  on  the  de¬ 
velopment  of  their  fastest-growing  exports  to 
that  market.  Although  the  surcharge  was  sub¬ 
sequently  cancelled,  the  indifference  shown  by 
the  United  States,  as  on  previous  occasions  by 
other  industrialized  countries,  regarding  the 
impact  of  their  internal  economic  measures  on 
the  growth  of  developing  countries  continues 
to  be  a  source  of  concern  to  the  countries  in 
the  region.  Such  attitudes  tend  to  paralyse  or 
disrupt  the  developing  nations’  efforts  to  ex¬ 
pand  and  diversify  their  export  flows  to  devel¬ 
oped  countries.  Added  to  this  was  the  impact 
of  the  10  per  cent  reduction  in  the  economic 
aid  provided  by  the  United  States,  although 
after  intensive  negotiations  Latin  America  was 
excepted  from  this  measure. 

To  sum  up,  the  adverse  repercussions  on  the 
economies  of  the  developing  countries  of  the 
monetary  crisis  and  the  solutions  so  far  adopted 
have  been  many  and  far-reaching. 

2.  Some  general  aspects  of  the  reform 
of  the  system 

In  the  establishment  of  a  new  monetary  sys¬ 
tem,  the  following  main  objectives  and  criteria 
should  be  borne  in  mind: 

(a)  The  system  should  permanently  guar¬ 
antee  a  situation  of  international  liquidity  ap¬ 
propriate  for  the  expansion  of  world  trade  and 
for  the  acceleration  of  the  growth  of  the  ex¬ 
ports  and  economies  of  the  developing  coun¬ 
tries.  This  means  that  from  its  inception  the 
system — unlike  that  established  at  Bretton 
Woods — should  incorporate  a  body  of  rules 
taking  due  account  of  the  special  problems  of 
the  developing  countries.  This  call  for  differ¬ 
ential  treatment  should  not  be  considered  in 
any  way  unusual,  since  it  simply  means  ex¬ 
tending  to  the  monetary  and  financial  field  a 
principle  which  has  already  been  accepted  in 
the  sphere  of  trade.  Steps  should  be  taken  to 
see  that  this  principle  is  put  into  full  practical 
effect. 

There  are  two  complementary  points  to  con¬ 
sider  in  connexion  with  the  necessary  expan¬ 
sion  of  world  trade.  The  first  is  the  imperative 
need  in  the  present  situation  to  prevent  the 
depressive  trends  shown  by  some  industrialized 
European  countries  and  Japan  from  spreading. 
These  countries  should  attach  more  importance 


than  in  the  past  to  the  adoption  of  measures 
designed  to  stimulate  domestic  demand,  in  or¬ 
der  to  offset  at  least  partially  the  contraction  of 
external  demand  which  they  are  probably  fac¬ 
ing.  Such  action  would  naturally  not  exclude 
any  measures  they  might  adopt  to  promote  the 
development  of  their  external  sector.  This  point 
is  dealt  with  more  fully  later. 

The  second  point  of  interest  is  the  opportu¬ 
nity  offered  by  the  present  period  of  reconstruc¬ 
tion  of  the  system  to  endeavour  to  incorporate 
the  socialist  countries  into  the  new  machinery. 
In  the  present  phase  of  international  relations, 
where  trade  as  well  as  political  links  between 
the  market-economy  and  socialist  countries  are 
being  strengthened,  it  seems  logical  that  ef¬ 
forts  should  also  be  made  to  broaden  the  base 
of  the  world  monetary  system. 

( b )  It  is  a  matter  of  crucial  importance 
that  the  developing  countries  should  participate 
effectively  from  the  outset  in  the  negotiations 
concerning  the  reform  of  the  monetary  system 
and,  later,  in  its  actual  operation.  In  this  re¬ 
spect  it  is  useful  to  recall,  first  of  all,  paragraph 
4  of  Economic  and  Social  Council  resolution 
1652  (LI)  of  29  October  1971,  in  which  the 
Council  “affirms  that  all  member  States  of  the 
International  Monetary  Fund  should  be  given 
the  opportunity  to  participate  fully  and  from 
the  outset  in  consultations  and  negotiations 
leading  to  international  monetary  reform”. 
Moreover,  the  Lima  Action  Programme  (sec¬ 
tion  A.I,  paragraph  6)  notes  that  it  is  “en¬ 
tirely  unacceptable  that  vital  decisions  about 
the  future  of  the  international  monetary  sys¬ 
tem  which  are  of  concern  to  the  entire  world 
community  are  sought  to  be  taken  by  a  limited 
group  of  countries  outside  the  framework  of 
the  International  Monetary  Fund”. 

So  far,  the  reconstruction  of  the  monetary 
system  is  being  decided  exclusively  within  the 
framework  of  the  Group  of  Ten,  although  the 
Group’s  meetings  are  attended  by  the  Manag¬ 
ing  Director  of  the  Fund.  This  procedure, 
which  is  completely  contrary  to  the  principle 
of  participation  in  the  negotiations  by  devel¬ 
oping  countries,  strengthens  the  need  for  the 
establishment  of  an  intergovernmental  group 
to  represent  the  views  sustained  by  the  Group 
of  77,  as  advocated  in  the  guiding  principles 
agreed  upon  in  the  Lima  Programme  (section 
A.I,  paragraphs  13,  14  and  15).  If  this  course 
or  another  with  the  same  end  in  view  is  not 
followed,  the  developing  nations  will  continue 
to  operate  within  a  monetary  organization  in 
which  all  they  can  do  is  to  ratify  in  the  last 
stage  of  the  reform  process  what  has  already 
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been  laid  down  and  decided  by  a  few  indus¬ 
trialized  nations. 

(c)  In  the  Lima  Action  Programme  it  was 
agreed  that  “the  role  and  authority  of  the  In¬ 
ternational  Monetary  Fund  should  be  re-estab¬ 
lished  and  strengthened  in  all  matters  that  con¬ 
cern  the  whole  international  community,  as  an 
effective  way  of  safeguarding  the  interests  of 
all  countries  especially  of  the  developing  coun¬ 
tries”.  It  was  further  agreed  that  “the  voting 
power  of  the  developing  countries  in  the  Inter¬ 
national  Monetary  Fund  should  be  increased  by 
introducing  provisions  in  the  Articles  of  Agree¬ 
ment  of  the  International  Monetary  Fund  in 
order  to  increase  the  number  of  votes  allocated 
to  these  countries”. 

In  other  words,  the  idea  is  that  world  mone¬ 
tary  policy  should  truly  be  directed  by  the  IMF 
and  that  developing  countries  should  have  ef¬ 
fective  and  increased  participation  in  directing 
it.3 

In  another  connexion,  it  is  important  that, 
whatever  course  is  followed  in  reconstructing 
the  monetary  system,  special  attention  should 
be  paid  to  the  mobilization  of  the  present  re¬ 
serves  of  dollars  and  sterling  in  the  central 
banks  of  developed  countries,  both  in  relation 
to  the  impact  which  any  concerted  action  to 
channel  certain  imports  to  developed  areas 
might  have  on  the  trade  of  developing  coun¬ 
tries,  and  with  a  view  to  securing  the  use  of 
those  holdings  as  a  means  of  creating  addi¬ 
tional  liquidity  for  developing  countries  or 
reducing  the  cost  of  financing.  These  objectives 
could  be  attained  through  the  use  of  mecha¬ 
nisms  and  methods  suggested  by  monetary 
experts  or  others,  based  on  the  IMF’s  pro¬ 
posals.  It  is  also  important  to  consider  the 
possibilities  which  such  action  opens  up  to 
developed  countries  with  such  reserves  of  im¬ 
plementing  national  investment  or  financing 
policies  in  favour  of  developing  countries. 

3.  The  attitude  of  the  developing  countries 
to  a  new  monetary  system 

The  Lima  Action  Programme,  which  stipu¬ 
lates  with  great  precision  the  main  features  that 
should  be  introduced  in  the  new  monetary  sys¬ 
tem,  states  that:  “The  following  considerations 
and  guidelines,  among  others,  should  be  taken 
into  account  in  the  exploration  of  solutions  to 
the  crisis: 

“(a)  It  is  indispensable  to  the  restoration  of 
stability  and  confidence  in  the  world  monetary 

3  See  UNCTAD,  “International  monetary  issue” 
(TD/B/C.3/98),  chapter  V  and  annex. 


system  that  a  satisfactory  structure  of  exchange 
rates  maintained  within  narrow  margins  should 
be  established; 

“(b)  The  new  system  must  provide  a  mech¬ 
anism  for  creating  additional  international  liq¬ 
uidity,  through  truly  collective  international  ac¬ 
tion,  in  line  with  requirements  of  an  expanding 
world  economy  and  the  special  needs  of  devel¬ 
oping  countries,  and  with  such  safeguards  as 
will  ensure  that  the  total  supply  of  interna¬ 
tional  liquidity  is  not  unduly  influenced  by  the 
balance-of-payments  position  of  any  single 
country  or  group  of  countries; 

“(c)  The  creation  of  a  link  between  SDRs 
and  additional  resources  for  financing  develop¬ 
ment  should  be  made  an  integral  part  of  the 
new  international  monetary  system; 

“(d)  The  adherence  of  the  developing  coun¬ 
tries  to  a  new  international  monetary  system 
necessarily  presupposes  the  existence  of  a  per¬ 
manent  system  of  guarantees  against  exchange 
losses  affecting  the  reserves  of  these  countries. 
In  any  case  a  mechanism  should  be  worked  out 
to  compensate  developing  countries  against  in¬ 
voluntary  losses  they  have  suffered  because  of 
currency  speculations  in  certain  currencies  of 
developed  countries.” 

With  regard  to  paragraph  (a),  it  is  obvious 
that  a  system  where  parities  fluctuate  within 
fairly  wide  margins  would  have  an  unfavour¬ 
able  impact  on  developing  countries.  This  is 
particularly  so  because  excessive  fluctuations 
introduce  a  permanent  factor  of  instability  in 
international  trade  which  has  a  more  serious 
effect  on  countries  which  are  less  prepared  and 
lack  the  experience  to  contend  with  problems 
of  this  kind,  i.e.,  precisely  the  less  developed 
countries. 

Bearing  in  mind  that  short-term  capital 
movements  are  the  main  determining  factors 
in  parity  fluctuations,  it  is  particularly  impor¬ 
tant  that  the  industrialized  countries  should 
attach  more  importance  to  the  adoption  of 
internal  measures  to  curb  such  movements. 
This  course  was  actually  envisaged  at  Bretton 
Woods  but,  with  few  exceptions,  the  developed 
countries  never  put  it  into  practice. 

In  order  to  comply  with  paragraph  ( b )  of 
the  excerpt  from  the  Lima  Action  Programme 
reproduced  above,  it  would  seem  necessary  to 
include  an  additional  feature  in  the  new  system. 
As  strongly  maintained  by  the  Latin  American 
spokesman  at  the  last  meeting  of  the  Interna¬ 
tional  Monetary  Fund  in  Washington,  the  basic 
source  of  international  liquidity  and  the  central 
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instrument  of  reserves  should  not  be  identified 
with  national  currencies  and  should  increas¬ 
ingly  become  a  fiduciary  instrument  like  SDRs.4 

Clearly  this  feature  is  of  particular  impor¬ 
tance  because  it  would  enable  the  dollar- 
standard  system  with  all  its  limitations  to  be 
gradually  eliminated  and  the  stability  and  inde¬ 
pendence  of  the  new  monetary  system  to  be 
progressively  enhanced.  In  this  latter  respect, 
the  IMF  would  obviously  have  a  better  chance 
of  effectively  directing  the  operation  of  this 
system  if  its  base  unit  is  a  fiduciary  instrument 
which  is  created  independently  of  the  member 
countries  and  is  issued  and  circulated  under  the 
supervision  and  control  of  the  IMF  itself. 

If  a  more  important  role  is  assigned  to 
Special  Drawing  Rights  it  becomes  more  urgent 
to  adopt  procedures  whereby  the  developing 
nations  can  have  greater  access  to  them.  The 
first  step,  as  already  suggested,  would  be  to 
adopt  a  different  criterion  for  the  distribution 
of  SDRs  when  they  are  next  allocated,  so  that 
developing  countries  may  receive  a  bigger  pro¬ 
portion  than  that  determined  by  the  IMF 
quotas.  The  adoption  and  implementation  of 
this  formula  is  not  an  alternative  to  the  estab¬ 
lishment  of  a  link  between  the  allocation  of 
SDRs  and  additional  development  finance,  but 
on  the  contrary  complements  such  a  measure. 
An  important  fact  to  remember  is  that,  in  view 
of  the  slowing-up  of  the  expansion  of  interna¬ 
tional  trade,  an  increase  in  the  purchasing 
power  of  developing  regions  in  the  near  future 
would  be  a  much-needed  stimulus. 

The  second  step  would  be  to  establish  a  link 
between  the  allocation  of  Special  Drawing 
Rights  and  the  provision  of  additional  finance 
to  developing  countries,  a  point  which  was  also 
included  in  the  Lima  Action  Programme.  This 
issue  was  discussed  in  the  chapter  on  financial 
resources  for  development,  so  it  is  unnecessary 
to  go  into  it  again  here. 

Thirdly,  it  is  necessary  that  the  international 
community  should  accept  the  principle  that  the 
balance-of-payments  deficits  which  may  give 
rise  to  the  use  of  SDRs  must  be  only  tempo¬ 
rary,  and  it  should  be  specified  as  far  as  pos¬ 
sible  exactly  what  is  meant  by  this.  The  aim 
of  this  would  be  to  try  to  limit  the  use  of  SDRs 
by  developed  countries  which  have  balance-of- 
payments  deficits  over  long  periods.  What  hap¬ 
pened  in  1970  and  1971  was  instructive  in  this 
respect:  the  United  States  and  the  United 


4  See  document  XIII — GOBCEL/7,  Rev.l. 


Kingdom  have  been  the  main  users  of  SDRs, 
and  the  EEC  has  been  the  principal  acceptor. 
In  other  words,  because  the  established  proce¬ 
dure  provides  simply  that  SDRs  may  be  used 
by  deficit  countries,  and  because  there  is  no 
clear  limitation  as  to  what  kind  of  deficits  may 
be  financed,  a  curious  situation  has  arisen  in 
which  two  of  the  greatest  industrialized  coun¬ 
tries — one  of  them  being  the  basis  of  the 
system — were  the  main  beneficiaries  under  the 
system  created  at  the  end  of  1969. 

In  principle,  it  should  be  easier  for  the 
United  States  to  prevent  or  avert  continuous 
deficits  in  its  balance  of  payments  if  increasing 
importance  is  given  to  SDRs  as  the  base  unit  of 
the  system,  for  the  situation  whereby  the  coun¬ 
try  acting  as  a  central  bank  creates  interna¬ 
tional  liquidity  by  the  peculiar  method  of 
financing  its  own  deficit  would  lose  some  of  the 
attraction  it  may  hold  for  various  countries  if 
the  system  provided  for  and  permitted  the 
generation  of  liquidity  through  other  means. 
The  best  way  of  generating  liquidity  would  be 
the  provision  of  additional  financing  to  de¬ 
veloping  regions. 

In  short,  the  greater  the  importance  of  SDRs 
within  the  monetary  system  and  the  more  lim¬ 
ited  the  application  of  the  principle  permitting 
their  use  for  financing  continuous  balance-of- 
payments  deficits,  the  more  significant  will  be 
the  role  of  the  additional  financing  provided  to 
developing  countries  through  SDRs  to  ensure 
an  adequate  expansion  of  the  international 
means  of  payment.  The  significance  of  this 
issue  and  the  prospects  it  holds  out  for  devel¬ 
oping  regions  and  industrialized  countries  alike 
are  therefore  quite  clear. 

Lastly,  in  paragraph  ( d )  of  the  section  of 
the  Lima  Action  Programme  quoted  above  it 
is  affirmed  that  the  existence  of  a  permanent 
system  of  guarantees  against  exchange  losses 
affecting  the  reserves  of  developing  countries 
is  necessary  in  the  new  system. 

The  importance  of  the  adoption  and  imple¬ 
mentation  of  this  principle  cannot  be  over¬ 
emphasized,  having  in  mind  the  reduction  in 
the  real  value  of  international  reserves  result¬ 
ing  from  the  exchange-rate  realignments  ap¬ 
proved  in  December.  It  must  not  be  forgotten 
that  since  the  developing  countries’  reserves 
were  kept  mainly  in  dollars — not  in  gold  or 
European  currencies — they  were  severely  af¬ 
fected  by  the  changes  in  parities.  It  would  not 
be  fair  if  this  were  to  happen  again,  since  it 
would  mean  introducing  disruptive  elements 
into  the  system  itself  and  encouraging  specu- 
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lation  with  different  forms  of  reserves  by 
national  monetary  authorities  in  order  to  pro¬ 
tect  the  real  value  of  their  holdings. 

It  is  therefore  a  matter  of  urgency  to  adopt 
specific  measures  in  this  connexion,  including 


the  approval  of  compensation  for  losses  in¬ 
curred  by  developing  nations  as  a  result  of  the 
recent  currency  realignments.5 

5  See  UNCTAD,  “International  monetary  issues” 
(TD/B/C.3/98),  pages  19  and  20. 
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